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HOUSE COMMITTEE REPORT

Date referred: 2/4/87 FURTHER REFERRALS: Resources
Finance
date :
The Labor & Commerce Committee has considered HB_108

"An Act relating to aquatic farming; and providing for an effective date."
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Original sponsors: E Ilis, Rieger,

Cotten, et al.

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. :08 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to aquatic fanning; and providing

for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND POLICY. (@) The legislature finds that

(1) aquatic fanning in the state would provide a consistent
source of quality food, provide new jobs, increase state exports, create
new commercial fishing and other business opportunities, and 1increase the
stability and diversity of the state"s economy;

(2) many areas of the state are ecologically suited for aquatic

inning development;

(3 aquatic farming would complement and enhance the variety and
quality of Alaska seafood and aquatic products, and thereby benefit the
state"s economy;

(4) development of mariculture in the state would otrengthen®the
competitiveness of Alaska seafood in the world marketplace by broadening
thediversity of products and providing year-round supplies of premium
quality seafood; and

(5) the principal responsibility for development of aquatic
farming 1in the state rests with the. private sector.

(b) It is the policy of the state
(1) to encourage the establishment and growth of an aquatic

farming industry in the state;
(2) to assist in the planning and orderly development of the
industry;
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3) that the industry be developed in a manner consistent with
the protection and enhancement of traditional high value 1industries and
with protection of the state®"s natural resources; and

(4) that aquatic farming be developed in a manner that assures
full participation and full benefits to the people of the state.

* Sec. 2. AS 08 is amended by adding a new chapter to read:
CHAPTER 06. AQUATIC FARMING.

Sec.08.06.010. AQUATIC FARM AND HATCHERY PERMITS. (a) A
person may not, without a permit from the commissioner, construct or
operate

D) an aquatic farm; or
(2) a hatchery for the purpose of supplying aquatic plants
or aquatic animals to an aquatic farm.

(b) A permit issued under this section authorizes the permittee,
subject to the conditions of this chapter, to acquire, purchase, offer
to purchase, transfer, possess, sell, and offer to sell stock and
aquatic farm products that are used orreared at the hatchery or
aquatic farm.

(c) The commissioner, after consulting with the commissioner of
fish and game and the commissioner of environmental conservation, may
attach conditions to a permit issued under this section that are
necessary to protect the public health or wild stock.

Sec. 08.06.020. PERMIT APPLICATION AND RENEWAL. (a) An appli—
cant for an aquatic farming or hatchery permit required under AS 08.-
06.010 shall apply oh a form prescribed by the commissioner.

(b) A permit issued under this section expires one year after
the date of issue.

(c) An application for renewal must be accompanied by fees

required under AS 08.01.065 and a report of a health inspection of the
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farm or hatchery to be permitted. The inspection shall be conducted
by the Department of Fish and Game or by a fish disease diagnostician
approved by the Department of Fish and Game. The 1inspection shall be
conducted not more than 30 days before the application is submitted to

the department.

Sec. 08.06.030. AQUATIC FARM STOCK ACQUISITION PERMITS. (a) A
person may not acquire aquatic plants or aquatic animals from.Q?ld
stock in the state for the purpose of supplying stock to an aquatic
farm or hatchery required to have a permit under AS 08.06.010 unless
the person holds an acquisition permit from the commissioner of fish
and game.

(b) An acquisition permit authorizes the permit holder to ac-—
quire the species and quantities of wild stock in the state specified
in the permit for the purpose of supplying stock to an aquatic farm or
hatc"ery required to have a permit under AS 08.06.010.

(c) The commissioner of fish and game, 1in consultation with the
commissioner of commerce and economic development, shall specify the
expiration date of an acquisition permit and may attach conditions to
an acquisition permit, including conditions relating to the tinme,
place, and manner of harvest. Size, gear, place, time, licensing, and
other Jlimitations applicable to sport, commercial, or subsistence
harvest of aquatic plants and aquatic animals do not apply to a har—
vest with a permit issued under this section.

(d) The commissioner of fish and game shall forward a copy of
each permit application under this section to the commissioner of
commerce and economic development. The commissioner of fish and game
shall 1issue or deny a permit within 30 days after receiving an appli—

cation.
(e) The commissioner of fish and game may deny or restrict a
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permit under this section if the commissioner finds that the proposed
harvest will substantially impair sustained yield o the species. The
decision of the commissioner of fish and game must contain the factual
basis for the findings. If the substantial impairment could not have
been reasonably foreseen and avoided through available management
options, the commissioner of fish and game shall explain why 1in the
decision.

(f) Except as provided in (e) of this section, the commissioner
of fish and game shall issue a permit if

€D wild stock 1is needed for 1initial farms or hatchery
stock;

(2) there are technological limitations on the propagation
of cultured stock for the species sought;

(3) wild stock 1is needed to maintain the gene pool of a
hatchery or aquatic farm; or

(4) commercial harvest of the species sought is not limited
under AS 16.43 and is not fully developed.

(9) Aquatic plants and aquatic animals acquired under a permit
issued under this section become the property of the permit holder and
are no longer a public or common resource.

(h) The commissioner of fish and game shall make stock available
for aquatic farming purposes.

Sec. 08.06.040. IMPORTATION OF AQUATIC PLANTS OR AQUATIC ANIMALS
FOR STOCK. A person may not import into the state an aquatic plant or
aquatic animal for the purpose of supplying stock to an aquatic farm
or hatchery unless authorized by the commissioner of fish and game or
by a regulation of the Board of Fisheries.

Sec. 08.06.050. LIMITATION ON SALE, TRANSFER OF STOCK, AND

PRODUCTS. () A private hatchery required to have a permit under
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AS 08.06.010 may sell or transfer stock from the hatchery only to an
aquatic farm or other hatchery that has a permit issued under AS 08.-
06.010.

(b) Stock may not be transferred to or from an aquatic farm or
hatchery required to have a permit under AS 08.06.010 without prior
notice of the transfer to the commissioner. A notice of transfer
shall be submitted at least 30 days before the proposed date of trans—
fer.

(c) A notice of transfer must be accompanied by a report of a
health inspection of the stock. The inspection shall be conducted by
the Department of Fish and Game or by a disease diagnostician approved
by the Department of Fish and Game.

(d) The Department of Fish and Game may restrict or disapprove a
transfer of stock if it finds that the transfer

(1) would present a substantial risk of spreading disease;
or

(2) in the case of a transfer from a hatchery for which a
permit has been issued under AS 16.10.400, would significantly impair
the production needs of the hatchery.

(e) A person may not sell, transfer, or offer to sell or trans-—
fer, or knowingly purchase or receive, an aquatic farm product grown
or propagated in the state unless the product was grown or propagated
on a farm with a permit issued under AS 08.06.070. The permit must be
in effect at the time of the sale, transfer, purchase, receipt, or
offer.

Sec. 08.06.060. RELEASE OF CERTAIN FISH PROHIBITED. Salmon and
trout may not intentionally be released into the public water of the

state from a hatchery or aquatic farm required to have a permit under
this chapter without prior authorization from the Department of Fish
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and Game.

Sec. 08.06.070. DISEASE CONTROL AND INSPECTION. (a) The De—
partment of Fish and Game may order the quarantine or the destruction
and disposal of diseased hatchery stock or or aquatic farm products
when necessary to protect wild stock. A holder of a permit 1issued
under this chapter shall report to the Department of Fish and Game an
outbreak or incidence of disease among stock or aquatic farm products
of the permit holder.

(b) A holder of a permit issued under AS 08.06.010 shall allow
the Department of Fish and Game to inspect the permit holder®s farm or
hatchery during operating hours and upon reasonable notice. The cost
of inspection shall be borne by the Department of Fish and Game.

(c) The Department of Fish and Game shall develop a disease
management and control program for aquatic farms and hatcheries.

(d) The Department of Fish and Game may enter into an agreement
with a state or federal agency or a private provider to provide ser-
vices under (b) and (c) of this section, or inspections under AS 08.-
06.020(h).

Sec. 08.06.080. REPORT. The commissioner shall submit to the
legislature, not later than the first day of each regular legislative
session, a report concerning the progress- of the aquatic farming
industry, 1including the number of permits 1issued under AS 08.06.010,
the names and addresses of permit holders, the effect of the industry
on the commercial Ffishing industry in the state, and recommendations
for legislation relating to aquatic farming.

Sec. 08.06.090. REGULATIONS. The commissioner shall adopt regu—
lations necessary to implement this chapter and to effect state policy

concerning aquatic farming.

Sec. 08.06.100. PENALTY. A person who violates a provision of
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this chapter, a regulation adopted under this chapter, or a term or
condition of a permit issued under this chapter, is guilty of a class
B misdemeanor.

Sec. 08.06.900. DEFINITIONS. In this chapter

€D "aquatic Tfarm" means a facility that grows, Tfarms, or
cultivates aquatic farm products 1in captivity or under positive con—
trol;

(2) "aquatic Ffarm product” includes an aquatic plant or
aquatic animal, or fish parts that are propagated, farmed, or cul—
tivated in an aquatic farm and sold or offered for consumption;

) "commissioner”™ means the commissioner of commerce and
economic development;

4) "hatchery"™ means a Tfacility for the artificial 1incu—
bation of stock, including rearing of juvenile aquatic plants or
aquatic animals;

(5) "positive control"” means, for Tfish and other mobile
species, enclosed within a natural or artificial escape-proof barrier;
for species with 1limited or no mobility, such as a bivalve or an
aquatic plant, "positive control™ also includes managed cultivation in
unenclosed water;

(6) "stock™ means live aquatic plants and aquatic animals
acquired, collected, possessed, or intended for use by a hatchery or
aquatic farm for the purpose of further growth or propagation.

Sec. 3. AS 08.01.065(a) 1is amended to read:

(a) The department shall adopt regulations that establish the
amount and manner of payment of application fees, examination fees,
license fees, registration fees, permit fees, investigation fees, and

all other fees as appropriate for the occupations covered by this
chapter, for aquatic farms and hatcheries under AS 08.06, and for real
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estate brokers and salesmen under AS 08.88.
* Sec. 4. AS 16.05.251 1is amended by adding a new subsection to read:

@) Except as expressly provided in AS 08.06.040, the Board of
Fisheries may not adopt vregulations or take action regarding the
issuance, denial, or conditioning of a permit under AS 08.06, the
construction or operation of a farm or hatchery required to have a
permit under AS 08.06.010, or a harvest with a permit 1issued under
AS 08.06.030. Regulations or orders adopted by the Board of Fisheries
under this section do not apply to a harvest with a permit 1issued
under AS 08.06.030. .--

* Sec. 5. AS 16.05.330(a) is amended to read:

(a) Except as otherwise permitted in this chapter, a person may
not engage in sport fishing, 1including the taking of razor clams; in
hunting, trapping, or fur dealing; 1in the farming of [FISH,] fur [,]
or game; or in taxidermy, without having the appropriate license or
tag in actual possession.

* Sec. 6. AS 16.05.340(a)(14) is amended to read:
(14) [FISH OR] game farming biennial licenses............... 200
* Sec. 7. AS 16.05.920(a) 1is smended to read:

(a) Unless permitted by AS 16.05 - AS 16.40 or AS 08.06, or by
regulation adopted under AS 16.05 - AS 16.40 or AS 08.06, a person may
not take, possess, transport, sell, offer to sell, purchase, or offer
to purchase fish, game, or marine aquatic plants, or any part of fish,
gamex or aquatic plants, or a nest or egg of fish or game.

* Sec. 8. AS 16.05.930 is amended by adding a new subsection to read:

(9) AS 16.05.330 - 16.05.720 do not apply to an activity au-—

thorized by a permit issued under AS 08.06.010 or 08.06.030, or to a

person or vessel employed in an activity authorized by a permit issued
under AS 08.06.010 or 08.06.030.
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Sec. 9. AS 16.05.940(14) 1is amended to read:

(14) "[FISH OR] game farming" means the business of
agating, breeding, vraising, or producing [FISH OR] game in captivity
for the purpose of marketing the [FISH OR] game or game [THEIR] prod—
ucts, and "captivity" means having the [FISH OR] game under positive
control, asin a pen [, POND,] or anarea of 1land that [OR WATER
WHICH] 1is completely enclosed by a generally escape-proof barrier;

Sec. 10. AS 16.10 is amended by adding a new section to read:

bee. 16.10.269. LIMITATIONS. AS 16.10.265 - 16.10.267 do not
apply to the purchase or sale of aquatic farm products from a holder
of a permit issued under AS 08.06.010 or stock from a holder of a
permit issued under AS 08.06.030.

Sec. 11. AS 16.10.380(b) 1is amended to read:

(b) Inthis section "user group" includes, but is not limited
to, sport fishermen, processors, commercial Tfishermen, aquatic farm-—
ers , subsistence fishermen, and representatives of local communities.
Sec. 12. AS 16.10.400 1is amended by adding a new subsection to read:

(h) AS 16.10.400 - 16.10.475 do not apply to the construction or
operation of a private hatchery that has a permit issued under AS 08.-
06.010.

Sec. 13. AS 16.10.420 is amended to read:

Sec. 16.10.420. CONDITIONS OF A PERMIT. The department shall

require; in a permit issued to a hatchery operator, that

D) salmon eggs procured by the hatchery must be from the
department or a source approved by the department;

(2) no salmon eggs or resulting fry be placed in waters of
the state other than those specifically designated in the permit;

3) no salmon eggs or vresulting fry, sold to a permit
holder by the state or by another party approved by the department,
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may be resold or otherwise transferred to another person, unless that
person holds a permit issued under AS 08.06.010;

(4) no salmon be released by the hatchery before department
approval, and., for purposes of pathological examination and approval,
the department shall be notified of the proposed release of salmon at
least 15 days before the date of their proposed release by the hatch—
ery;

(5) diseased salmon be destroyed in a specific manner ,and
place designated by the department;

(6) adult salmon be harvested by hatchery operators only at
specific locations as designated by the department;

@) surplus eggs from salmon returning to the hatchery be
made available for sale first to the department and then, after in—
spection and approval by the department, to operators of other hatch—
eries authorized by permit to operate under AS 16.10.400 - 16.10.470x
or AS 08.06.010;

(8) if surplus salmon eggs are sold by a permit holder to
another permit holder, a copy of the sales transaction be provided to
the department;

(9) [REPEALED

(10)] a hatchery be Jlocated in an area where a reasonable
segregation from natural stocks occurs, but, when feasible, in an area
where returning hatchery fish will pass through traditional salmon
fisheries.

* Sec. 14. AS 16.10.450 is amended to read:
Sec. 16.10.450. SALE OF SALMON AND SALMON EGGS BY HATCHERY. A
hatchery operator who sells salmon returning from the natural water

[WATERS] of the state, or sells salmon eggs to another hatchery op-—
erating under AS 16.10.400 - 16. 10.470 or with a permit 1issued under
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AS 08.06.010, after utilizing the funds for reasonable operating
costs, including debt retirement, expanding 1its Tfacilities, salmon
rehabilitation projects, fisheries research, or for costs of operating
the qualified regional association for the area in which the hatchery
is located, shall expend the remaining funds on other fisheries activ—
ities of the qualified regional association. Fish returning to hatch-—
eries and sold for human consumption must [SHALL] be of comparable
quality to fish harvested by commercial fisheries 1in the area, and
shall be sold at prices commensurate with the current market.

* Sec. 15. AS 16.43.1A0 is amended by adding a new subsection to read:

(d) This chapter does not apply to activities authorized by a

permit issued under AS 08.06.010 or 08.06.030.

* Sec. 16. AS 16.51.180(5) 1is amended to read:

(5) “seafoodl” means Tfinfish, shellfish, and fish by
ucts, 1including but not limited to salmon, halibut; herring, flounder,
crab, <clam, <cod, shrimp, and pollock, but does not Include aquatic
farm products as defined in AS 08.06.900;

* Sec. 17. AS 38.05.035 is amended by adding a new subsection to read:

(9) A land use or tidelands permit issued under this section for
aquatic farming or related hatchery operations under AS 08.06 may be
issued only to a resident or to a corporation licensed to do business
in the state. a e

* Sec. 18. This Act takes effect immediately under AS 01.10.070(c).
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
BIlN\&ason: .
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Title; 1.~ 'l - An Act Relating to the 3RU . Alaska Housing Finance
Servicing of Mortgage Loans of AHFC Corporation
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Attachment to Bill Analysis for HB 112

Under Section b(2)(B) changes in the loan escrow are governed by
the Deed of Trust. Loan escrows are also regulated under federal laws.

Section C is to open ended as proposed. There is no limit on the
kind of or number of requests a servicer will be required to respond to.

Again, under Section D, Loan Escrows are governed by federal laws.

Section E refers to penalties that can be assessed. It is our
understanding tha"; AHFC would not be expected to enforce these penalties,
since AHFC is not set up to be an enforcement agency. It may be useful to

delineate how the penalties are to be enforced.



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE
FassionCate
REQUEST FISCAL DETAIL
BiresdutiooNo.: HB 108 AgoyAfiected -Bvdi mmpfci: min nir’im
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farming™ \
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OPERATING FY 87 FY 38 FY 89 FY 90 FY 91 FY 92
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This Bill will have no fiscal impact on the Department of Environmental
Conservation.
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:
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Title: An ftct Relating to Aquatic 3RU.
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BJd \&ersial HB 108
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HB 108 Analysis

In order to assess the fiscal impact of HB 108, we estimate
the number of new applications for tidelaid leases and
permits that we expect. The actual number of applications
will vary depending upon the fee structure for leasing and
permitting, and the "prove up"™ requirements of the bill. At
present our permit fees are extremely low and the cost of
obtaining a lease 1s quite high. At this stage no "land
law” accompanies the bill to alter the lease or permit
structure. We recognize that certain changes are desirable
to encourage growth of the industry, such as the acceptance
of a paper plat rather than a full survey for a lease in
remote areas. While such changes may be forthcoming in
later committees, the fiscal note here reflects the existing
permit structure.

We estimate the number of new applications the first year to
be the following:

30 *almon

25 t.allop
10 o™ "ter

3 mussel

2 kelp

We require one adjudicator in the Southeast Region and one
adjudicator in the Southcentral Region to handle the new
applications. The second year we require one additional
adjudicator (to be located where the need is the greatest)
to handle additional new applications. By the fourth year
we are assuming the need of two adjudicators in each of the

two regions.

r .
The second year we require a part time contract
administrator to handle the accumulation of two years of
lease contracts, and a part time surveyor to review survey
plats. (The survey cost may be reduced somewhat if the bill
is amended to allow paper plats rather than full surveys in

remote areas.)

A goal of the state and of those seriously interested in
aquatic farming 1is to avoid land speculation. In order to
accomplish this, it will be necessary to inspect most le?se
and permit sites once a year. Some 1inspections can be
combined with other field investigations, and some may be
performed under cooperative agreements with other agencies.
A lean inspection program will cost $10,000 for each
adjudicator the first year (travel and per diem) . In
subsequent years the cost will decline as we establish
inspection efficiencies.

Under existing statutes and regulations, the number of
leases and permits estimated above would generate



approximately $15/500 in revenue the first year. As the
number of operations increases each year, the revenue
Iincreases modestly. IT tile bill were amended to allow the
Commissioner to charge a percentage of gross receipts,
revenues could increase substantially once the industry

began to flourish.

Position Summary
Fiscal Year 88

Two (2) - Natural Resource Officers 1l (Range 16)

Fiscal Years <89 and 790

Three (@) - Natural Resource Officers 11 (Range 16)
One (D - Part-time Contract Administrator (Range 14)

One (1) - Part-time Surveyor (Range 20)

Fiscal Years "91 and %92
Four (4) - Natural Resource Officers Il (Range 16)

One (D - Part-time Contract Administrator (Range 14)
One (D) - Part-time Surveyor (Range 20)

JS



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bil\&a3Ion: HB 108/SB 106
REQUEST: ROEHCe:  2./4/B?
Fausionlzte N/A _ _ Aggoy/Afleted  Commerce & Econ. oy
Trde Aquatic Farming: Mariculture bru : Economic Development Advocates
Sosx- Rep, tins/senator Zharoff  rnmpwnrc» otfice of Commercial
RO estax- Fisheries Develnnmpnt

EXPENDITURESYREVENUES: (Tlasxcsdidis

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES 15.0 5.5 6.0 6.6 7.3 8.0
TRAVEL 10.0 5.5 6.1 6.7 7.3 8.1
CONTRACTUAL
SUPPUES
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LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

CAPITAL

REVENLE 5.0 10.0 15.0 20.0 25.0 30.0
FUNDING. (Thaasxdsdiddis
GENERALFUND 25.0 11.0 12.1 13.3 14.6 16.1
FEDERALFUNDS
OTHER
TOTAL ~25.70 11.0 ld. 1 T373 14.6 16.1
POSITIONS:
FULLTIME t ]
PART-TIME 1
TEMPORARY
ANALYSIS | AtedasaaaEeEeeifressayy ,
This program will become a priority mission of OCFD and shall be assigned to
existing personnel. Initial permit requests are not expected to exceed 80% cr
one Development Specialist 11 available time. Travel 1is programmed for site

visits as envisitfneepby, the bill and contractual includes phone, photocopy an

A 465-2162
Rgaaeby, .. au
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1987 LEGISLATIVE SESSION
FISCAL NOJE

HB 108/SB 106

Analysis: (Continued)

other expenses related to permitting as required by the bill. FY 87
includes funding for public hearings, etc., to finalize new regulations.
Program receipts have been estimated by using a fee of $100 per annual
permit; 50 new permits per year.
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: S3 106/HB 108
REQUEST: Publish Date : Z2HHZZZZZZ
FaJgaDate: Apo/Afiexed ADF&G
Title : bRU : FR5D
Sponsor: Zharoff et al - Ellis, et al. Components: -ERED

Requestor:

EXPENDITURESYREVENUES:  (Thosadcsdioddiadg

OPERATING FY 87 FY 88 = FY 89 FY 90 FYoal | FY 92
PERSONAL SERVICES 157 157 183 236 1 330
TRAVEL 6 6 10 17 i 20
CONTRACTUAL 1 1 9 a q
SUPPLIES 0 a i m 1 9?
EQUIPMENT 1 L I 9 1 5
LAND A.STRUCTURES ] i -
GRANTS. CLAIMS i i |
M1SCELLANEOUS i i i
TOTAL OPERATING | 166 168 202 269 1 385

CAPITAL j

REVENLE

FUNDING  (Thasascsdiodixsg

GENERAL FUND 1 166 168 1 202 269 385
FEDERAL FUNDS 1 1

cmiER i 1

TOTAL 1 I

POSITIONS:

FULL-TIME 2 1 2 1 3 3.5 1 9
PART-TIME 1 1 I 2 | i 2 10
TEMPORARY | 1 | 0 1 0 o o

ANALYSIS :  Austhasacercpifressayy

This analysis estimates costs of pathology services and permitting based on
100 permit applications in FY 88, ultimately resulting in 20 operational
fish farms by FY 92 of economically significant size.

(see attached for additional comments)
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CONTINUATION OF FISCAL NOTE, SB106/HB10B. rev 3/E/87

Estimated cost of services to be provided by ADF&G are fish
pathology services, permit processing and technical oversight.

For pathology services, estimated costs are based on current
workload and budget for the section at this time, to arrive at a
per-unit cost (e.g. $600,000/37 hatcheries = $16,000/hatchery).
An additional $1£,000 1is budgeted for investigat ions arid
diagnostic services 1in the first year. Types of services are:
diagnostic, broodstock, water source analysis, shellfish
certification, pre-release inspection, and human health concerns.

For permitting and technical oversight services, an assessment of
work requirements was made by calling the Marine Resources

Division of the B.C. provincial government. For the first three
years, two full-time technicians would be required. Thereafter,
manpower needs will diminish. The types of work to be undertaken

will be communication with applicants, review of application
materials, <coordination with programs such as coastal zone
consistency review, and technical biology and fish culture
oversight.

It is very difficult to anticipate what will happen if a

mariculture program is enabled in Alaska. We have prepared this
note based on observations and consultations with managers of
similar programs. We then applied this to Alaska, wusing the
incomplete data at hand. These must be considered rough
estimates of cost. As further information becomes available, the
fiscal note could change. Also, as the bill becomes modified as

it passes through the legislative process, there may be changes
in the bill that will have corresponding changes in the fiscal
note.
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Original sponsors:

IN THE HOUSE

For an Act entitled:

5-04958B
Hein
2/24/87

Ellis, Rieger,

Cotten, et al.

BY THE LABOR AND
COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 108 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

"An Act relating to aquatic farming; and providing

for an effective date."

BE IT ENACTED BY THELEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND POLICY. (@) The legislature finds that

(1)

aquatic

source of quality food,

new comm

farming 1in the state would provide a consistent

provide new jobs, 1increase state exports, create

ercial fishing and other business opportunities, and increase the

stability and diversity of the state®"s economy;

(2) many areas of the state are ecologically suited for aquatic

farming development;

(3) aquatic farming would complement and enhance the variety and

quality of Alaska seafood and aquatic products, and thereby benefit the

state™s economy;

(4) development of mariculture in the state would strengthen the

competitiveness of Alaska seafood in the world marketplace by broadening

the diversity

quality seafood;

farming

(b)

farming

industry;

(B)the

of products and providing year-round suppliesof premium

and

principal responsibility for development of aquatic

in the state rests with the private sector.

It is the policy of the state

(1)

industry

)

to encourage the establishment and growth ofan aquatic

in the state;

toassist

in the planning and orderly development of the

1- CSHB 108 (L&C)
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(3) that the 1industry be developed in a manner consistent with
the protection and enhancement of traditional high value industries and

with protection of the state®"s natural resources; and

15

16

17

18

19

20

23

24

25

26

27

(4) that aquatic farming be developed in a manner that assures

participation and full benefits to the people of the state.

* Sec. 2. AS 08 is amended by adding a new chapter to read:

CHAPTER 06. AQUATIC FARMING.

Sec.08.06.010. AQUATIC FARM AND HATCHERY PERMITS. (@ A
person may not, without a permit from the commissioner, construct or
operate

(1) an aquatic farm; or
(2) a hatchery for the purpose of supplying aquaticplants
or aquatic animals to an aquatic farm.

(b) A permit issued under this section authorizes the permittee,
subject to the conditions of this chapter, to acquire, purchase, offer
to purchase, transfer, possess, sell, and offer to sell stock and
aquatic farm products that are used orreared at the hatchery or
aquatic farm.

(c) The commissioner, after consulting with the commissioner of
fish and game and the commissioner of environmental conservation, may
attach conditions to a permit 1issued under this section that are
necessary to protect the public health or wild stock.

Sec. 08.06.020. PERMIT APPLICATION AND RENEWAL. (@ An appli—
cant for an aquatic farming or hatchery permit required under AS 08.-
06.010 shall apply on a form prescribed by the commissioner.

(b) A permit issued under this section expires one year after
the date of issue.

(©) An application for renewal must be accompanied by fees

required under AS 08.01.065 and a report of a health inspection of the

CSHB 108 (L&C) -2-
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farm or hatchery to be permitted. The 1inspection shall be conducted
by the Department of Fish and Game or by a fish disease diagnostician
approved by the Department of Fish and Game. The 1inspection shall be
conducted not more than 30 days before the application is submitted to
the department.

Sec. 08.06.030. AQUATIC FARM STOCK ACQUISITION PERMITS. (@ A
person may not acquire aquatic plants or aquatic animals from wild
stock in the state for the purpose of supplying stock to an aquatic
farm or hatchery required to have a permit under AS 08.06.010 unless
the person holds an acquisition permit from the commissioner of fish
and game.

(b) An acquisition permit authorizes the permit holder to ac—
quire the species and quantities of wild stock in the state specified
in the permit for the purpose of supplying stock to an aquatic farm or
hatchery required to have a permit under AS 08.06.010.

(c) The commissioner of fish and game, in consultation with the
commissioner of commerce and economic development, shall specify the
expiration date of an acquisition permit and may attach conditions to
an acquisition permit, including conditions relating to the time,
place, and manner of harvest. Size, gear, place, time, licensing, and
other Jlimitations applicable to sport, commercial, or subsistence
harvest of aquatic plants and aquatic animals do not apply to a har—
vest with a permit issued under this section.

(d) The commissioner of fish and game shall forward a copy of
each permit application under this section to the commissioner of
commerce and economic development. The commissioner of fish and game
shall 1issue or deny a permit within 30 days after receiving an appli—
cation .

(e) The commissioner of fish and game may deny or restrict a

-3- CSHB 108(L&C)
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permit under this section if the commissioner finds that the proposed
harvest will substantially impair sustained yield of the species. The
decision of the commissioner of fish and game must contain the factual
basis for the findings. If the substantial 1impairment could not have
been reasonably foreseen and avoided through available management
options, the commissioner of fish and game shall explain why 1in the
decision.

(f) Except as provided in (e) of this section, the commissioner
of fish and game shall issue a permit if

(1) wild stock 1is needed for 1initial farms or hatchery
stock;

(2) there are technological limitations on the propagation
of cultured stock for the species sought;

(3 wild stock is needed to maintain the gene pool of a
hatchery or aquatic farm; or

(4) commercial harvest of the species sought is not limited
under AS 16.43 and 1is not fully developed.

(g) Aquatic plants and aquatic animals acquired under a permit
issued under this section become the property of the permit holder and
are no longer a public or common resource.

(h) The commissioner of fish and game shall make stock available
for aquatic farming purposes.

Sec. 08.06.040. IMPORTATION OF AQUATIC PLANTS OR AQUATIC ANIMALS
FOR STOCK. A person may not import into the state an aquatic plant or
aquatic animal for the purpose of supplying stock to an aquatic farm
or hatchery unless authorized by the commissioner of fish and game or
by a regulation of the Board of Fisheries.

Sec. 08.06.050. LIMITATION ON SALE, TRANSFER OF STOCK, AND
PRODUCTS. () A private hatchery required to have a permit under

CSHB 108 (L&C) -4-
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1 AS 08.06.010 may sell or transfer stock from the hatchery only to an
2 aquatic farm or other hatchery that has a permit issued under AS 08.-
: 06.010.

4 (b) Stock may not be transferred toor from an aquatic farm or

hatchery required to have a permit under AS 08.06.010 without prior

6 notice of the transfer to the commissioner. A notice of transfer
! shall be submitted at least 30 days before the proposed date of trans—
8 fer .

g (c) A notice of transfer must be accompanied by a report of a
10 health inspection of the stock. The 1inspection shall be conducted by
n the Department of Fish and Game or by a disease diagnostician approved
12

by the Department of Fish and Game.
1 (d) The Department of Fish and Game may restrict or disapprove a
transfer of stock if it finds that the transfer

o (1) would present a substantial risk of spreading disease;

16
or

Y (2) in the case of a transfer from a hatchery for which a

18 permit has been 1issued under AS 16.10.400, would significantly 1impair

B the production needs of the hatchery.

20 (e) A person may not sell, transfer, or offer to sell or trans—
- fer, or knowingly purchase or receive, anaquatic farm product grown
2 or propagated in the state unless the product was grown or propagated
23 on a farm with a permit issued under AS 08.06.010. The permit must be
24 in effect at the time of the sale, transfer, purchase, receipt, or
25 offer.

26 Sec. 08.06.060. RELEASE OF CERTAIN FISH PROHIBITED. Salmon and

27 trout may not intentionally be released into the public water of the

28 state from a hatchery or aquatic farm required to have a permit under

29 - - - - - -
this chapter without prior authorization from the Department of Fish

-5- CSHB 108 (L&C)
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and Game.

Sec. 08.06.070. DISEASE CONTROL AND [INSPECTION. (a) The De—
partment of Fish and Game may order the quarantine or the destruction
and disposal of diseased hatchery stock or of aquatic farm products
when necessary to protect wild stock. A holder of a permit 1issued
under this chapter shall report to the Department of Fish and Game an
outbreak or incidence of disease among stock or aquatic farm products
of the permit holder.

(b) A holder of a permit issued under AS 08.06.010 shall allow
the Department of Fish and Game to inspect the permit holder®s farm or
hatchery during operating hours and upon reasonable notice. The cost
of inspection shall be borne by the Department of Fish and Game.

(©) The Department of Fish and Game shall develop a disease
management and control program for aquatic farms and hatcheries.

(d) The Department of Fish and Game may enter into an agreement
with a state or federal agency or a private provider to provide ser—
vices under (b) and (c) of this section, or 1inspections under AS 08.-
06.020(b).

Sec. 08.06.080. REPORT. The commissioner shall submit to the
legislature, not later than the first day of each regular legislative
session, a report concerning the progress of the aquatic farming
industry, 1including the number of permits 1issued under AS 08.06.010,
the names and addresses of permit holders, the effect of the industry
on the commercial fishing industry 1in the state, and recommendations
for legislation relating to aquatic farming.

Sec. 08.06.090. REGULATIONS. The commissioner shall adopt regu—
lations necessary to implement this chapter and to effect state policy
concerning aquatic farming.

Sec. 08.06.100. PENALTY. A person who violates a provision of

CSHB 108 (L&C) -6-
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this chapter, a regulation adopted under this chapter, or a term or
condition of a permit issued under this chapter, 1is guilty of a class
B misdemeanor.

Sec. 08.06.900. DEFINITIONS. In this chapter

(1) Taquatic farm"™ means a facility that grows, farms, or
cultivates aquatic farm products in captivity or under positive con—
trol ;

(2) "aquatic farm product™ includes an aquatic plant or
aquatic animal, or fish parts that are propagated, farmed, or cul—
tivated in an aquatic farm and sold or offered for consumption;

(3 "commissioner™ means the commissioner of commerce and
economic development;

(A) "hatchery™ means a facility for the artificial incu—
bation of stock, 1including rearing of jJjuvenile aquatic plants or
aquatic animals;

(5) "positive control” means, for fish and other mobile
species, enclosed within a natural or artificial escape-proof barrier;
for species with limited or no mobility, such as a bivalve or an
aquatic plant, "positive control”™ also includes managed cultivation in
unenclosed water;

(6) "stock™ means [live aquatic plants and aquatic animals
acquired, collected, possessed, or intended for use by a hatchery or
aquatic farm for the purpose of further growth or propagation.

Sec. 3. AS 08.01.065(a) 1is amended to read:

() The department shall adopt regulations that establish
amount and manner of payment of application fees, examination fees,
license fees, registration fees, permit fees, 1investigation fees, and
all other fees as appropriate for the occupations covered by this
chapter, for aquatic farms and hatcheries under AS 08.06, and for real

-7- CSHB 108 (L&C)



estate brokers and salesmen under AS .0.88.
* Sec. 4. AS 16.05.251 is amended by adding a new subsection to read:

(f) Except as expressly provided in AS 08.06.040, the Board of
Fisheries may not adopt regulations or take action vregarding the
issuance, denial, or conditioning of a permit under AS 08,06, the
construction or operation of a farm or hatchery required to have a
permit under AS 08.06.010, or a harvest with a permit issued under
AS 08.06.030. Regulations or orders adopted by the Board of Fisheries
under this section do not apply to a harvest with a permit issued
under AS 08.06.030.

* Sec. 5. AS 16.05.330(a) 1is amended to read:

() Except as otherwise permitted in this chapter, a persor
not engage in sport fishing, including the taking of razor clams; in
hunting, trapping, or fur dealing; 1in the farming of [FISH,] fur [,]
or game; or 1in taxidermy, without having the appropriate license or
tag in actual possession.

* Sec. 6. AS 16.05.340(a)(14) is amended to read:
(14) [FISH OR] game farming biennial licenses............. 200
* Sec. 7. AS 16.05.920(a) is amended to read:

(@) Unless permitted by AS 16.05 - AS16.40 or AS 08.06, or by
regulation adopted under AS 16.05 - AS 16.40or AS 08.06,a person may
not take, possess, transport, sell, offer to sell, purchase, or offer
to purchase fish, game, or marine aquatic plants, or any part of fish,
game”™ or aquatic plants, or a nest or egg of fish or game.

* Sec. 8. AS 16.05.930 is amended by adding a new subsection to ;ead

(g AS 16.05.330 - 16.05.720 do not apply to an activity au-—
thorized by a permit issued under AS 08.06.010 or 08.06.030, or to a
person or vessel employed in an activity authorized by a permit issued

under AS 08.06.010 or 08.06.030.
CSHB 108(L&C) §- o
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* Sec. 9. AS 16.05.940(14) 1is amended to read:

(14) "(FISH OR1 game farming”™ means the business of prop—
agating, breeding, raising, or producing [FISH OR] game in captivity
for the purpose of marketing the [FISH OR] game or game [THEIR] prod—
ucts, and "captivity" means having the [FISH OR]game under positive
control, as 1in a pen [, POND,] or anarea of 1land that [OR WATER
WHICH] 1is completely enclosed by a generally escape-proof barrier;

* Sec. 10. AS 16.10 is amended by adding a new section to read:

Sec. 16.10.269. LIMITATIONS. AS 16.10.265 - 16.10.267 do not
apply to the purchase or sale of aquatic farm products from a holder
of a permit issued under AS 08.06.010 or stock from a holder of a
permit issued under AS 08.06.030.

* Sec. 11. AS 16.10.380(b) is amended to read:

(b In this section "user group"” includes, but is not limited
to, sport fishermen, processors, commercial fishermen, aquatic farm—
ers , subsistence fishermen, and representatives of localcommunities.

* Sec. 12. AS 16.10.400 isamended by adding anewsubsection to read:

(h) AS 16.10.400 - 16.10.475 do not apply to the construction
operation of a private hatchery that has a permit issued under AS 08.-
06.010.

* Sec. 13. AS 16.10.420 isamended to read:

Sec. 16.10.420. CONDITIONS OF A PERMIT. The department shall
require, in a permit issued to a hatchery operator, that

(1) salmon eggs procured by the hatchery must be from the
department or a source approved by the department;

(2) no salmon eggs or resulting fry be placed in waters of
the state other than those specifically designated in the permit;

€)) no salmon eggs or resulting fry, sold to a permit
holder by the state or by another party approved by the department,

-9- CSHB 108 (L&C)



may be resold or otherwise transferred to another person, unless that
person holds a permit issued under AS 08.06.010;

(4) no salmon be released by the hatchery before department
approval, and, for purposes of pathological examination and approval,
the department shall be notified of the proposed release of salmon at
least 15 days before the date of their proposed release by the hatch—
ery;

(5) diseased salmon be destroyed in a specific manner and
place designated by the department;

(6) adult salmon be harvested by hatchery operators only at
specific locations as designated by the department;

(7) surplus eggs from salmon returning to the hatchery be
made available for sale first to the department and then, after in—
spection and approval by the department, to operators of other hatch—
eries authorized by permit to operate under AS 16.10.400 - 16.10.470"
or AS 08.06.010;

(8) 1if surplus salmon eggs are sold by a permit holder to
another permit holder, a copy of the sales transaction be provided to
the department;

(9 [REPEALED

(10)] a hatchery be located in an area where a reasonable
segregation from natural stocks occurs, but, when feasible, 1in an area
where returning hatchery fish will pass through traditional salmon
fisheries.

* Sec. 14. AS 16.10.450 is amended to read:

Sec. 16.10.450. SALE OF SALMON AND SALMON EGGS BY HATCHERY. A
hatchery operator who sells salmon returning from the natural water
[WATERS] of the state, or sells salmon eggs to another hatchery op—
erating under AS 16.10.400 - 16.10.470 or with a permit 1issued under

CSHB 108 (L&C) -10-
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AS 08.06.010, after wutilizing the funds for reasonable operating
costs, including debt retirement, expanding 1its facilities, salmon
rehabilitation projects, fisheries research, or for costs of operating
the qualified regional association for the area in which the hatchery
is located, shall expend the remaining funds on other fisheries activ—
ities of the qualified regional association. Fish returning to hatch—
eries and sold for human consumption must [SHALL] be of comparable
quality to fish harvested by commercial fisheries 1in the area, and
shall be sold at prices commensurate with the current market.

Sec. 15. AS 1b.43.140 is amended by adding a new subsection to read:

(d) This chapter does not apply to activities authorized by

permit issued under AS 08.06.010 or 08.06.030.

Sec. 16. AS 16.51.180(5) 1is amended to read:

(5) "seafood” means finfish, shellfish, and fish
ucts, including but not limited to salmon, halibut, herring, flounder,
crab, clam, cod, shrimp, and pollock, but does not 1include aquatic

farm products as defined in AS 08.06.900;

* Sec. 17. This Act takes effect immediately under AS 01.10.070(c).

CSHE 108(L&C)
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BY THE LABOR AND
COMMERCE COMMITTEE

108 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE

Original sponsors: Ellis,
IN THE HOUSE
For an Actentitled: "An

for

A BILL

- FIRST SESSION

Act relating to aquatic farming; and providing

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1. FINDINGS AND POLICY. (a) The

source O

new commercial

stability and diversity of the state"s economy;

legislature finds that

(1) aquatic farming 1in the state would provide a consistent

f quality food,

provide new jobs, 1increase state exports, create

fishing and other business opportunities, and increase the

(2) many areas of the state are ecologically suited for aquatic

farming development;

(3) aquatic farming would complement and enhance the variety and

quality of Alaska seafood and aquatic products, and thereby benefit uhe

state™s economy;

competitiveness of Alaska seafood

thediversity

(4) development of mariculture

quality seafood; and

(5) the princ

of products

ipal responsibility

in the state would strengthen the
in the world marketplace by broadening

and providing year-round supplies of premium

for development of aquatic

farming in the state rests with the private sector.

(b)

farming

industry;

It is the policy of the state

(1) to encourage the establishment

industry in the state;

(2) to assist

in the planning and

and growth of an aquatic

orderly development of the

CSHB 108 (L&C)
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3) that the industry be developed in a manner consisten

the protection and enhancement of traditional high value industries and

with protection of the state®s natural resources; and

full

(A) that aquatic farming be developed in a manner that a

participation and full benefits to the people of the state.

* Sec. 2. AS 08 1is amended by adding a new chapter to read:

CHAPTER 06. AQUATIC FARMING.

Sec. 08.06.010. AQUATIC FARM AND HATCHERY PERMITS. () A
person may not, without a permit from the commissioner, construct or
operate

(1) an aquatic farm; or
(2) a hatchery for the purpose of supplying aquatic plants
or aquatic animals to an aquatic farm.

(b) A permit issued under this section authorizes the permittee,
subject to the conditions of this chapter, to acquire, purchase, offer
to purchase, transfer, possess, sell, and offer to sell stock and
aquatic farm products that are used or reared at the hatchery or
aquatic farm.

(c) The commissioner, after consulting with the commissioner of
fish and game and the commissioner of environmental conservation, may
attach conditions to a permit issued under thissection that are
necessary to protect the public health or wild stock.

Sec. 08.06.020. PERMIT APPLICATION AND RENEWAL. (@ An appli—
cant for an aquatic farming or hatchery permit required under AS 08.-
06.010 shall apply on a form prescribed by the commissioner.

(bj A permit 1issued under this section expires one year after
the date of issue.

(©) An application for renewal must be accompanied

required under AS 08.01.065 and a report of a health inspection of the

CSHB 10S(L&C) ~2-

by



11

13

14

15

16

17

18

19

23

24

25

26

27

28

29

farm or hatchery to be permitted. The 1inspection shall be conducted
by the Department of Fish and Game or by a fish disease diagnostician
approved by the Department of Fish and Game. The inspection shall be
conducted not more than 30 days before the application is submitted to
the department.

Sec. 08.06.030. AQUATIC FARM STOCK ACQUISITION PERMITS. (a A
person may not acquire aquatic plants or aquatic animals from wild
stock in the state for the purpose of supplying stock to an aquatic
farm or hatchery required to have a permit under AS 08.06.010 unless
the person holds an acquisition permit from the commissioner of fish
and game.

(b) An acquisition permit authorizes the permit holder to ac-—
quire the species and quantities of wild stock in the state specified
in the permit for the purpose of supplying stock to an aquatic farm or
hatchery required to have a permit under AS 08.06.010.

(c) The commissioner of fish and game, 1in consultation with the
commissioner of commerce and economic development, shall specify the
expiration date of an acquisition permit and may attach conditions to
an acquisition permit, including conditions relating to the tinme,
place, and manner of harvest. Size, gear, place, time, licensing, and
other Jlimitations applicable to sport, commercial, or subsistence
harvest of aquatic plants and aquatic animals do not apply to a har—
vest with a permit issued under this section.

(d) The commissioner of fish and game shall forward a copy of
each permit application under this section to the commissioner of
commerce and economic development. The commissioner of fish and game
shall issue or deny a permit within 30 days after receiving an appli—
cation.

(e) The commissioner of fish and game may deny or restrict a

-3- CSHB 108 (L&C)
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permit under this section if the commissioner finds that the proposed
harvest will substantially impair sustained yield of the species. The
decision of the commissioner of fish and game must contain the factual
basis for the findings. If the substantial impairment could not have
been reasonably foreseen and avoided through available management
options, the commissioner of fish and game shall explain why 1in the
decision

(f) Except as provided in (e) of this section, the commissioner
of fish and game shall 1issue a permit if

(1) wild stock 1is needed for initial farms or hatchery
stock;

(2) there are technological limitations on the propagation
of cultured stock for the species sought;

(3) wild stock 1is needed to maintain the gene pool of a
hatchery or aquatic farm; or

(4) commercial harvest of the species sought is not limited
under AS 16.43 and 1is not fully developed.

(g) Aquatic plants and aquatic animals acquired under a permit
issued under this section become the property of the permit holder and
are no longer a public or common resource.

(h) The commissioner of fish and game shall make stock available
for aquatic farming purposes.

Sec. 08.06.040. IMPORTATION OF AQUATIC PLANTS OR AQUATIC ANIMALS
FOR STOCK. A person may not import into the state an aquatic plant or
aquatic animal for the purpose of supplying stock to an aquatic farm
or hatchery unless authorized by the commissioner of fish and game or
by a regulation of the Board of Fisheries.

Sec. 08.06.050. LIMITATION ON SALE, TRANSFER OF STOCK, AND

PRODUCTS. () A private hatchery required to have a permit under

CSHB 108 (L&C) -4-
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AS 08.06.010 may sell or transfer stock from the h cifery only to an
aquatic farm or other hatchery that has a permit issued under AS 08.-
06.010.

(b) Stock may not be transferred to or from an aquatic farm or
hatchery required to have a permit under AS 08.06.010 without prior
notice of the transfer to the commissioner. A notice of transfer
shall be submitted at least 30 days before the proposed date of trans—
fer.

(c) A notice of transfer must be accompanied by a report of a
health inspection of the stock. The inspection shall be conducted by
the Department of Fish and Game or by a disease diagnostician approved
by the Department of Fish and Game.

(d) The Department of Fish and Game may restrict or disapprove a
transfer of stock if it finds that the transfer

(1) would present a substantial risk of spreading disease;
or

(2) in the case of a transfer from a hatchery for which a
permit has been 1issued under AS 16,10.400, would significantly impair
the production needs of the hatchery.

(e) A person may not sell, transfer, or offer to sell or trans—
fer, or knowingly purchase or receive, an aquatic farm product grown
or propagated in the state unless the product was grown or propagated
on a farm with a permit issued under AS 08.06.010. The permit must be
in effect at the time of the sale, transfer, purchase, receipt, or
offer.

Sec. 08.06.060. RELEASE OF CERTAIN FISH PROHIBITED. Salmon and
trout may not intentionally be released into the public water of the
state from a hatchery or aquatic farm required to have a permit under
this chapter without prior authorization from the Department of Fish

-5- CSHB 108 (L&C)



and Game.

Sec. 08.06.070. DISEASE CONTROL AND INSPECTION. () The De—
partment of Fish and Game may order the quarantine or the destruction
and disposal of diseased hatchery stock or of aquatic farm products
when necessary to protect wild stock. A holder of a permit 1issued
under this chapter shall report to the Department of Fish and Game an
outbreak or incidence of disease among stock or aquatic farm products
of the permit holder.

(b) A holder of a permit issued under AS 08.06.010 shall allow
the Department of Fish and Game to inspect the permit holder 3 farm or
hatchery during operating hours and upon reasonable notice. The cost
of inspection shall be borne by the Department of Fish and Game.

©) The Department of Fish and Game shall develop a disease
management and control program for aquatic farms and hatcheries.

(d) The Department of Fish and Game may enter into an agreement
with a state or federal agency or a private provider to provide ser—
vices under (b) and (c) of this section, or inspections under AS 08.-
06.020(b) .

Sec. 08.06.080. REPORT. The commissioner shall submit to the
legislature, not later than the first day of each regular legislative
session, a report concerning the progress of the aquatic farming
industry, 1including the number of permits 1issued under AS 08.06.010,
the names and addresses of permit holders, the effect of the industry
on the commercial fishing 1industry 1in the state, and recommendations
for legislation relating to aquatic farming.

Sec. 08.06.090. REGULATIONS. The commissioner shall adopt regu—
lations necessary to implement this chapter and to effect state policy
concerning aquatic farming.

Sec. 08.06.100. PENALTY. A person who violates a provision of

CSHB 108 (L&C) -6-
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this chapter, a regulation adopted under this chapter, or a term or
condition of a permit issued under this chapter, 1is guilty of a class
B misdemeanor.

Sec. 08.06.900. DEFINITIONS. In this chapter

(1) T"aquatic farm”™ means a facility that grows, farms, or
cultivates aquatic farm products 1in captivity or under positive con—
trol;

(2) m"aquatic farm product”™ includes an aquatic plant or
aquatic animal, or fish parts that are propagated, farmed, or cul—
tivated in an aquatic farm and sold or offered for consumption;

(3 "commissioner”™ means the commissioner of commerce and
economic development;

(@)) "hatchery™ means a facility for the artificial 1incu—
bation of stock, including rearing of juvenile aquatic plants or
aquatic animals;

©) "positive control™ means, for fish and other mobile
species, enclosed within a natural or artificial escape-proof barrier;
for species with Jlimited or no mobility, such as a bivalve or an
aquatic plant, "positive control™ also includes managed cultivation 1in
unenclosed water;

(6) "stock"™ means live aquatic plants and aquatic animals
acquired, collected, possessed, or intended for use by a hatchery or
aquatic farm for the purpose of further growth or propagation.

Sec. 3. AS 03.05.020(a) is amended to read:
(@) The commissioner shall

(1) require routine inspection of food animals,
poultry and derivative food products, to protect the public against
fraud, disease and spoilage, and in this connection adopt wuniform

regulations establishing standards of identity and composition of

-7- CSHB 108 (L&C)



these food products and minimum standards of sanitation and handling
methods as to all phases of slaughtering, processing, storing, trans—
porting, displaying and selling of these food products;

(2) i1ssue orders or cause the orders to be issued by an
authorized veterinarian prohibiting transportation and sale of food
products 1intended for human consumption which do not meet the minimum
requirements established under (1) of this subsection, and limiting
their use and disposal in conformity with protection of the public;

(3) adopt a schedule of fees or charges, and credit pro—
visions, for services rendered by state veterinarians to farmers and
others at their request 1in caring for livestock and poultry, and all
the fees shall be transmitted to the commissioner for deposit in the
state treasury;

(A) designate points of entry for admission of livestock or
poultry into the state, and arrange inspection at those points with or
without collaboration and assistance of the federal government, and
bar entry of stock or poultry not shipped under a valid permit or not
free from contagious or infectious disease;

5) adopt, repeal, and amend regulations consiste
existing law for

(A) the labeling and grading of milk and milk products
and standards of <cleanliness and sanitation, to at least the
minimum of current recommendations of the United States Public
Health Service, for the operation of dairies selling, or offering
for sale, milk or milk products;

(B) the production and sale of ice cream and allied
frozen desserts;

(C) the productionand sale of 1imitation milk and
imitation milk productsj_

CSHB 108 (L&C) -8-
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(6) monitor aquatic farms and hatcheries that hold
under AS 08.06.010 for the possible presence of paralytic shellfish
poisoning.

* Sec. 4. AS 08.01.065(a) is amended to read:

() The department shall adopt regulations that establish the
amount and manner of payment of application fees, examination fees,
license fees, registration fees, permit fees, investigation fees, and
all other fees as appropriate for the occupations covered by this
chapter, for aquatic farms and hatcheries under AS 08.06, and for real
estate brokers and salesmen under AS 08.88.

* Sec. 5. AS 16.05.251 1is amended by adding a new subsection to read:

@) Except as expressly provided in AS 08.06.040,the Board of
Fisheries may not adopt vregulations or take action regarding the
issuance, denial, or conditioning ofa permit under AS 08.06, the
construction or operation of a farm or hatchery required to have a
permit under AS 08.06.010, or a harvest with a permit issued under
AS 08.06.030. Regulations or orders adopted by the Board of Fisheries
under this section do not apply to a harvest witha permit 1issued
under AS 08.06.030.

* Sec. 6. AS 16.05.330(a) 1is amended to read:

() Except as otherwise permitted in this chapter, a person m
not engage 1in sport fishing, 1including the taking of razor clams; in
hunting, trapping, or fur dealing; 1in the farming of [FISH,] fur [,]
or game; or 1in taxidermy, without having the appropriate license or
tag in actual possession.

* Sec. 7. AS 16.05.340(a)(14) 1is amended to read:
(14) [FISH OR] game farming biennial licenses............. 200
* Sec. 8. AS 16.05.920(a) 1is amended to read:
(€)) Unless permitted by AS 16.05 - AS 16.40 or AS 08.06, or by
-9- CSHB 108 (L&C)
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regulation adopted under AS 16.05 - AS 16.40 or AS 08.06, a person may
not take, possess, transport, sell, offer to sell, purchase, or offer
to purchase fish, game, or marine aquatic plants, or any part of fish,
game” or aquatic plants, or a nest or egg of fish or game.

Sec. 9. AS 16.05.930 is amended by adding a new subsection to read:

(g AS 16.05.330 - 16.05.720 do not apply to an activity au-—
thorized by a permit issued under AS 08.06.010 or 08.06.030, or to
person or vessel employed in anactivity authorized by a permit issued
under AS 08.06.010 or 08.06.030.

Sec. 10. AS 16.05.940(14) 1is amended to read:

(14) "[FISH OR] game farming™ means the business of prop—
agating, breeding, raising, orproducing [FISH OR] game in captivity
for the purpose of marketing the [FISH OR] game or game [THEIR] prod—
ucts, and "captivity" means having the [FISH OR] game under positive
control, as 1in a pen [, POND,] or an area of land that [OR WATER
WHICH] 1s completely enclosed by a generally escape-proof barrier;

Sec. 11. AS 16.10 is amended by adding a new section to read:

Sec. 16.10.269. LIMITATIONS. AS 16.10.265 - 16.10.267 do not
apply to the purchase or sale of aquatic farm products from a holder
of a permit issued under AS 08.06.010 or stock from a holder of a
permit issued under AS 08.06.030.

Sec. 12. AS 16.10.380(b) 1is amended to read:

(b) In this section "user group™ includes, but is not [limi:
to, sport fishermen, processors, commercial fishermen, aquatic farm—
ers , subsistence fishermen, and representatives of local communities.
Sec. 13. AS 16.10.400 is amended by adding a new subsection to read:

(h) AS 16.10.400 - 16.10.475 do not apply to the construction or
operation of a private hatchery that has a permit issued under AS 08.-
06.010.

108(L&C) -10-



* Sec. 14. AS 16.10.420 is amended to read:

Sec. 16.10.420. CONDITIONS OF A PERMIT. The department
shall require, in a permitissued to a hatchery operator, that

(1) salmon eggs procured by the hatchery must be from the
department or a source approved by the department;

(2) no salmon eggs or resulting fry be placed in waters of
the state other than those specifically designated in the permit;

€)) no salmon eggs or resulting fry, sold to a permit
holder by the state or by another party approved by the department,
may be resold or otherwise transferred to another person,unless that
person holds a permit issued under AS 08.06.010;

(4) no salmon be released by the hatchery before department
approval, and, for purposes of pathological examination and approval,
the department shall be notified of the proposed release of salmon at
least 15 days before the date of their proposed release by the hatch—
ery;

(5) diseased salmon be destroyed in a specific manner and
place designated by the department;

(6) adult salmon be harvested by hatchery operators only at
specific locations as designated by the department;

(7) surplus eggs from salmon returning to the hatchery be
made available for sale first to the department and then, after in—
spection and approval by the department, to operators of other hatch—
eries authorized by permit to operate under AS 16.10.400 - 16.10.470"
or AS 08.06.010;

(8) if surplus salmon eggs are sold by a permit holder to
another permit holder, a copy of the sales transaction be provided to
the department;

(9) [REPEALED

11 CSHB 108(L&C)
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(10)] a hatchery be located in an area where a reasonable
segregation from natural stocks occurs, but, when feasible, in an area
where returning hatchery fish will pass through traditional salmon
fisheries.

Sec. 15. AS 16.10.450 1is amended to read:

Sec. 16.10.450. SALE OF SALMON AND SALMON EGGS BY HATCHERY. A
hatchery operator who sells salmon returning from the natural water
[WATERS] of the state, or sells salmon eggs to another hatchery op-—
erating under AS 16.10.400 - 16.10.470 or with a permit issued under
AS 08.06.010, after wutilizing the funds for vreasonable operating
costs, including debt retirement, expanding its facilities, salmon
rehabilitation projects, fisheries research, or for costs of operating
the qualified regional association for the area in which the hatchery
is located, shall expend the remaining funds on other fisheries activ—
ities of the qualified regional association. Fish returning to hatch—
eries and sold for human consumption must [SHALL] be of comparable
quality to fish harvested by commercial fisheries 1in the area, and
shall be sold at prices commensurate with the current market.

Sec. 16. AS 16.43.140 is amended by adding a new subsection to read:

(d) This chapter does not apply to activities authorized Dby
permit issued under AS 08.06.010 or 08.06.030.

Sec. 17. AS 16.51.180(5) 1is amended to read:

(5) "seafood”™ means Tfinfish, shellfish, and fish I
ucts, including but not limited to salmon, halibut, herring, flounder,
crab, clam, cod, shrimp, and pollock, but does not include aquatic

farm products as defined in AS 08.06.900;

* Sec. 18. This Act takes effect immediately under AS 01.10.070(c).

CSHB 108(L&C) 12-



COMPARISON OF 2/17/87 AND 2/24/87 COMMITTEE SUBSTITUTES

The only difference between CS HB 108 (L&C) 2/17//87 which was
adopted by the committee last Tuesday and CS HB 108 (L&C)
2/24/87 is that the the old CS had 18 sections and the new CS
has 17 sections reflecting the elimination of Section 3.

Section 3 of the 2/17/87 CS was eliminated at the suggestion
of the Department of Environmental Conservation to avoid
potential duplication of existing services.

The section added language to AS 03.05.020(a) which read:

(6) monitor aquatic farms and hatcheries
that hold permits under AS 08.06.101 for the
possible presence of paralytic shellfish
poisoning.

D.E.C. 1informs us that this function is covered under 18 AAC
Chapter 34.
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AMENDMENT

Offered in the HOUSE

TO: CSHB 108(L&C)(2/24/87 draft)

Page 11, after line 17:

Insert a new bill section to read:

Sec. 17. AS 38.05.035 is amended by adding a new subsection to read:
) A land use or tidelands permit issued under this section

aquatic fTaiming or related hatchery operations under AS 08.06 may be

issued only to a resident or to a corporation licensed to do business

in the state."

Renumber following bill section accordingly.

1o 2/25/87
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 25, 1987

SUBJECT: Sectional analysis of CSHB 108 (L&C),
relating to aquatic farming

TO: Representative Dave Donley

FROM: Edward H. Hein

Legislative Counsel

Section 1 is a statement of legislative findings and policy,
specifying the benefits to the state that aquatic fanning
could provide and expressing a state policy of encouraging
the development of aquatic farming.

Sec. 2 establishes a new chapter, AS 08.06, 1in the busi—
nesses and professions title of the Alaska Statutes. AS
08.06.010(a) prohibits the construction or operation of an
aquatic farm, or a hatchery to supply an aquatic farm, with—
out a permit from the commissioner of commerce and economic
development. Subsection (b) states what activities are au—
thorized under a permit. Subsection (c) allows the commis—
sioner to attach conditions to a permit in order to protect
public health and natural aquatic animals and plants. At
page 2, line 11, "natural™ should be changed to "wild".

AS 08.06.020(a) provides for permit applications forms.
Subsection (b) specifies that the permit expires after one
year. Subsection (¢) requires a permit application to in—
clude permit fees and a report of a health inspection con—
ducted by the Department of Fish and Game within 30 days
before filing the application.

AS 08.06.030(a) requires that a person have an acquisition
permit from the Department of Fish and Game in order to ac—
quire wild aquatic plants or animals to supply an aquatic
farm. Subsection (b) states that an acquisition permit au—
thorizes only those stock specified in a permit. Subsection
(c) requires the commissioner of fish and game to specify
the expiration date of permits and allows the commissioner



Relg)resentatwe Donley
ageruary 5, 1987

to attach conditions to the permit. A harvest under an ac—
quisition permit is exempt from limitations applicable to
sport, commercial, or subsistence harvests. Subsection (d)
directs the commissioner of fish and game to send a copy of
each acquisition permit application to the commissioner of
commerce and economic development. Subsection (e) author—
izes the commissioner of fish and game to deny or restrict

an acquisition permit to protect the sustained-yield manage—
ment of a species. There must be a factual basis for the
denial or restriction. If impairment to sustained-yield
management could not have been foreseen and avoided, the
commissioner must explain why in the decision. Subsection
(f) states four alternative conditions under any one of
which yhe commissioner of fish and game must 1issue an acqui—
sition permit. Subsection (g) states that plants and

animals acquired under a permit become property of the per—
mit holder. Subsection (h) directs the commissioner of fish
and game to make stock available for aquatic farming
purposes.

AS 08.06.040 prohibits the importation into the state of
aquatic plants or animals to supply an aquatic farm or
hatchery without authorization from the commissioner of fish
and game or under a Board of Fisheries regulation. I would
recommend that on page 4, line 13, after "hatchery" the
phrase "required to have a permit under AS 08.06.010," be
inserted, so that it is clear that this section does not
apply to all hatcheries.

AS 08.06.050(a) provides that a private hatchery required to
have a permit under AS 08.06 may sell or transfer stock only
to an aquatic farm or hatchery that has a permit under AS
08.06. Subsection (b) requires that the commissioner of com—
merce and economic development be notified at least 30 days
before stock is transferred to or from an aquatic farm or
hatchery. Subsection (c) requires that the notice required
under (b) include a stock health inspection report.- Sub—
section (d) allows the Department of Fish and Game to re—
strict or disapprove a transfer under certain conditions.
Subsection (e) prohibits transfers, sales, and purchases of
Alaska aquatic farm products unless the products were
produced under a permit. References in this section to

this chapter™ should be changed to read "AS 08.06.010";
these appear at page 4, lines 17, 19, and 21, and at page 5,
line 10.
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AS 08.06.060 prohibit the release of trout or salmon from an
aquatic farm or hatchery into state water, unless authorized
by the Department of Fish and Game.

AS 08.06.070(a) allows the Department of Fish and Game to
order the quarantine or destruction and disposal of diseased
hatchery stock or aquatic farm products in order to protect
wild stock. Permit holders are required to report disease
among their stock or aquatic farm products to the depart—
ment. Subsection (b) requires permit holders to allow the
Department of Fish and Game to inspect the farms and
hatcheries during operating hours with reasonable notice.
Subsection (c) requires the department to develop a disease
management and control program. Subsection (d) allows the
department to contract for the performance of its duties
under (b) and (c).

AS 08.06.080 requires the commissioner of commerce and eco—
nomic development to submit an annual report on aquatic
farming to the legislature.

AS 08.06.090 authorizes the commissioner of commerce and
economic development to adopt regulations necessary for AS
08.06.

AS 08.06.100 makes violation of AS 08.06 or regulations
adopted under it a class B misdemeanor.

AS 08.06.900 defines terms for AS 08.06.

Sec. 3 makes the centralized licensing provisions of AS
08.01 1in the Department of Commerce and Economic Development
applicable to aquatic farms and hatcheries under AS 08.06.

Sec. 4 prohibits the Board of Fisheries from adopting regu—
lations or taking action regarding aquatic farm or hatchery
permits under AS 08.06, or to a harvest under an acquisition
permit.

Secs. 5, 6, and 9 delete provisions relating to fish farming
from AS 16.05 in order to conform to provisions of sec. 2.

Sec. 7 inserts cross-references to AS 08.06, necessitated by
sec. 2.
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Sec. 8 exempts aquatic farming from the licensing require—
ments in AS 16.05 for sport fishing, hunting, and commercial
fishing and vessels.

Sec. 10 exempts purchases and sales of aquatic farm products
from the requirements of AS 16.10.265 - 16.10.267, relating
to commercial fish purchases and possession of limited entry
permits.

Sec. 11 provides for the inclusion of aquatic farmers 1in
regional aquaculture associations.

Sec. 12 makes provisions related to salmon hatchery permits
inapplicable to hatcheries holding a permit under AS 08.06.-
010.

Sec. 13 makes an exception to restrictions on the resale or
transfer of salmon eggs or fry by a salmon hatchery. The
exception would allow resale or transfer to a hatchery or
aquatic farm holding a permit under AS 08.06.010. This sec—
tion also requires that surplus eggs from salmon returning

to a hatchery be made available to hatcheries supplying
aquatic farms.

Sec. 14 provides that requirements relating to funds derived
by a hatchery from the sale of salmon eggs to a hatchery
that supplies aquatic farms must be expended in the same
manner as provided for funds from sales of eggs to other

hatcheries.

Sec. 15 makes the provisions of AS 16.43, relating to limit—
ed entry, 1inapplicable to activities authorized under an
aquatic farm permit.

Sec. 16 exempts aquatic farm products from the provisions of
AS 16.51, which relate to the Alaska Seafood Marketing
Institute.

Sec. 17 provides an immediate effective date for the bill.

EHH:csh
C7/069
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REPRESENTATIVE JOHNNY ELLIS

MEMORANDUM

TO MEMBERS OF THE HOUSE
FROM: REPRESENTATIVE JOHNNY ELLIS
DATE: FEBRUARY 17, 1987

RE: HB 108

HB 108 1is designed to remove the regulatory and legal
impediments stifling the growth of a sea farming industry in
Alaska. I believe this legislation will become one of the
most important steps this Legislature can take to help create
new jobs for Alaskans and stimulate non-petroleum dependent
economic growth.

Mariculture- or aquatic fanning as it is referred to in the
legislation- is growing rapidly throughout the world. In
1983, cultured seafoods represented about 12 percent of the
global production of fish and shellfish or about 22 billion
pounds.

This phenomenal growth 1is keeping pace with 1increases in
seafood consumption throughout the world. No where have those
increases been more apparent than in the United States.
Americans ate 609 million pounds more seafood in 1985 than
they did in 1982. This amounts to a 21.5 percent increase 1in
consumption in only four years.

Meanwhile, commercial fishing landings by U.S. fishermen
declined over the same period of time. This situation has
resulted in tremendous increases of imports of foreign
products and a startling seafood trade deficit for the United
States.

The unpolluted, productive waters of Alaska®s many sheltered
bays and fjords are considered ideal for mariculture
development, and the potential for seafarming in Alaska is
staggering. Unfortunately, the State of Alaska has failed to
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adopt a policy favoring mariculture development. As a result,
Alaskans interested in sea farming find it impossible to
obtain permits for most mariculture activities.

House Bill 108 removes administrative barriers to mariculture
development and will allow the industry to grow in an orderly
fashion. Importantly, this legislation also provides strong
protections for our vital wild stocks of fish, shellfish and
aquatic plants. The bill provides sea farmers with no
shortcuts in our existing environmental regulation process or
priority over other users of the tidelands.

I have worked closely with the private sector to develop this
legislation, and I am pleased to tell you that the bill asks
for no state loans or subsidies. Sea farmers want mariculture
to be industry driven so it responds to the marketplace and
not the level of government spending.

Some of you wonder why a legislator from Downtown Anchorage 1is
so interested in mariculture development when it is quite
likely that the nearest sea farm is likely to be located many
miles from my district. First, 1 believe it is vital to all
Alaskans that we decrease our overall dependence upon a single
source of revenue. Secondly, Anchorage®s service-oriented
economy will receive significant benefits from economic
development in our coastal areas.

I look forward to working with you on this important piece of
legislation, and invite all of you interested in becoming
involved to join as co-sponsors of the legislation.



AQUATIC FARM AND AQUATIC FARM HATCHERY PERMITS

CHAPTER 08.06

OPERATING PERMIT
Issued by DC&ED
Subject to DEC requirements

(18 ACC 34)
EPA

AQUATIC FARM STOCK ACQUISITION PERMITS

lssued by FISH & GAME

NOTICE OF TRANSFER

Notify DC&ED
Subject to F&G health
inspection

* At this point, the stock is transformed from a public
resource to private property.
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The Honorable Dave Donley

Chairman

House Labor and Commerce Committee
Alaska State Legislature

P.0. Box V

Juneau, Alaska 99811

Dear Representative Donley:
Subject: House Bill 108, relating to Aquatic Tfarming.

Position: The Department of Natural Resources recommends
that the House Labor and Commerce Committee pass HB 108 to
the Resources Committee for further consideration of land
use 1issues.

Background: HB 1°8 provides for the construction and
operation of Aquatic farms. Under AS 38.05.070, land,
including t:de, submerged or shoreland, to which the state
holds title, may be leased in a manner provided in AS
38.05.070 - 38.05.105 and subject to the approval of the
Commissioner of Natural Resources.

Recommendation: While the Department of Natural Resources
generally supports the goals of HB 108 and the creation of
new commercial opportunities through utilization of the
State®s resources, 1in the opinion of the Department, HB 108
needs to further address land use issues.

Specifically, the Department recommends that leasing and
permitting processes be designed to encourage development of
the mariculture industry, but discourage speculation. This
could be accomplished, for example, by requiring applicants
to demonstrate by prove up that their projects are viable by
preparation of a development schedule. Additionally,

leasing and permitting alternatives which encourage small
operations, such as lease fees or rent based on gross
receipts, could be considered.

The enclosed Fiscal Note 1is based on an estimate of the
number of leases and permits that would result from the bill
as presently written. The actual number of new applications
will undoubtedly vary depending on the fee structure for
leasing and permitting and any special requirements that the
final Bill contains.
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I would be pleased to make my staff available to work with
your staff regarding the land use issue. If you would like
additional information or have any questions, please contact
my office.

incerely,

idith* M.
mmissioner

c: Representative Koponen
Representative Boucher
Representative Davidson
Representative Furnace
Representative Menard
Representative Ellis
Representative Rieger
Representative Gotten *
Representative Brown
Representative Pearce
Representative Boyer
Representative Collins
Representative Zawacki
George Sullivan
Rod Swope
Tom Hawkins



HB 108 Analysis

In order to assess the fiscal impact of HB 108, we estimate
the number of new applications for tideland leases and
permits that we expect. The actual number of applications
will vary depending upon the fee structure for leasing and
permitting, and the "prove up" requirements of the bill. At
present our permit fees are extremely low and the cost of
obtaining a lease is quite high. At this stage no "land
law™ accompanies the bill to alter the lease or permit
structure. We recognize that certain changes are desirable
to encourage growth of the industry, such as the acceptance
of a paper plat rather than a full survey for a lease in
remote areas. While such changes may be forthcoming in
later committees, the fiscal note here reflects the existing
permit structure.

We estimate the number of new applications the first year to
be the following:

30 salmon

25 scallop
10 oyster

3 mussel

2 kelp

We require one adjudicator in the Southeast Region and one
adjudicator in the Southcentral Region to handle the new
applications. The second year we require one additional
adjudicator (to be located where the need is the greatest)
to handle additional new applications. By the fourth year
we are assuming the need of two adjudicators in each of the

two regions.

The second year we require a part time contract
administrator to handle the accumulation of two years of
lease contracts, and a part time surveyor to review survey
plats. (The survey cost may be reduced somewhat if the bill
is amended to allow paper plats rather than full surveys in
remote areas.)

A goal of the state and of those seriously interested in
aquatic farming is to avoid land speculation. In order to
accomplish this, it will be necessary to inspect most lease
and permit sites once a year. Some inspections can be
combined with other field investigations, and some may be
performed under cooperative agreements with other agencies.
A lean inspection program will cost $10,000 for each
adjudicator the first year (travel and per diem). In
subsequent years the cost will decline as we establish
inspection efficiencies.

Under existing statutes and regulations, the number of
leases and permits estimated above would generate



approximately $15,500 in revenue the first year. As the
number of operations increcses each year, the revenue
increases modestly. If the bill were amended to allow the
Commissioner to charge a percentage of gross receipts,
revenues could increase substantially once the industry
began to flourish.

Position Summary
Fiscal Year '88

Two (2) - Natural Resource Officers Il (Range 16)

Fiscal Years "89 and %90

Three (3) - Natural Resource Officers Il (Range 16)
One (1) - Part-time Contract Administrator (Range 14)
One (1) - Part-time Surveyor (Range 20)

Fiscal Years "91 and %92
Four (4) - Natural Resource Officers Il (Range 16)

One (1) - Part-time Contract Administrator (Range 14)
One (1) - Part-time Surveyor (Range 20)
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vebruary 25, 1987

Mark Kandianis
P.0. Box 3866
Kodiak, AK 99616

The Honorable Dave Donley

Chairinan

House Labor and Commerce Committee
P.O Box L

Juneau, AK 99811

Dear Kepresenlaii ve Donley:

1 am willing in regard 1lu the aquatic farming bill presently being
considered by yuur committee.l have been fishing for scallops for the
past 20 years - the last seven in Alaska as captain of a 100" scallop
vessel. 1 have been observing the activities of the cooperative
aquaculture project taking place in Kodiak and would appreciate the
opportunity to make these observations.

In order 1lor the work of the project to be useful, a permit system must
be in place i]Jl Alaska. 1 1uity support the development of an
aquaculture 1industry here. It has the potential to be a profitable
addition to my scallop fishing business and one 1in which 1 am familiar
with the product and the markets. With no licensing system, the State
is roadblocking an industry that lias been very profitable 1in other
areas of the world. Japanese furmraised scallops have been one of my
prime competitors 1in the last two years; 1if 1 could offer my own along
with wild scallops, | could recapture the market lost to that type of
buyer and perhaps keep my price stabilized by keeping supply
consistent. In any event, the production of seal Lops by aquaculture
enables the producer to lake advantage of favorable market conditions
and personal financial needs.

I urge you to consider the aquaculture Jlegislation favorably. If
unprofitable, there will be no concern over allocation of bottom. |If

profitable, it 1is shortsighted to prevent its conception as an
indusiry .

Thank you for the opportunity to continent.

Sincerely,

Mark 1°. Kandianis



The Alaska Mariculture Association is a trade organization formed
last October to promote the development of a sea farming industry in
Alaska.

AMA*s membership is composed of municipalities, native organizations,
companies, 1individuals, and, yes, commercial fishermen who have
recognized the economic development potential of mariculture in
Alaska.

We have been working on the legislation before since the organization
was formed. Before responding to any questions you may have regarding
House Bill 108, 1°d like to take a few minutes to explain why we
believe that passage of the bill 1is good for Alaska.

The Chinese were the first fish farmers. Legend has it that a Chinese
emporer farmed carp in ponds so his palace could eat fresh fish
year-round. Thanks to recent advances in disease management, brood
stock development and understanding the nutritional requirement of
fish and shellfish, we can all eat like emporers.

Mariculture 1is growing quickly throughout the world. Global
aquaculture production stood at 22 billion pounds in 1983 or 12
percent of the total world supply of edible fish and shellfish. This
is expected to increase to 48 billion pounds by the turn of the
century.

This production is keeping pace with climbing world consumption of
seafood because production from commercial fisheries 1is expected to
remain static. No where are these trends more apparent than in the
U.S. where Americans ate 609 million more pounds of fish and
shellfish in 1985 than they did in 1982. This amounts to a 21.5
percent increase 1in consumption in only four years.

Unfortunately, foreign products have received the lion"s share of the
increased market opportunity. In 1985 alone, 1imports of fish and
shellfish increased by 14 percent. We exported $1.1 billion worth of
fisheries products that year and imported $6.7 billion worth. This
amounts to a staggering $5.6 billion fisheries trade deficit.

This situation has created a tremendous market opportunity for
American farmed seafood products, while Alaska®"s seafood market share
has obviously been eroding. Alaska®s environmental conditions,
undeveloped coastline and seafood infrastructure puts the state in a
unique position to take advantage of these opportunities.

We believe there are two basic reasons why the legislature should
adopt House Bill 108: (1) the potential for economic diversification
and creation of new employment opportunities, and (2) the need to
strengthen the position of Alaska seafood products in world markets.

There are many species of fish, shellfish and sea vegetables which
may prove feasible to farm in Alaska. The ones that have attracted
the greatest amount of interest are oysters, mussels, scallops, giant
kelp and salmon. The latter, of course, has generated a fair amount
of controversy among fishermen who are concerned about market
competition.



While it is difficult to determine just how many economic benefits
could be created bV the development of this industry, some estimates
have been developed for salmon farming. Using figures generated 1in a
private economic feasibility study, the House Research Agency
calculated that an Alaskan salmon farming industry producing 44
million pounds of product would have a total employment effect of
about 1,920 jobs and a payroll of $48.8 million. A salmon farming
industry of this size could have an economic impact roughly
comparable to the present Alaska logging industry in terms of
resident employment and nearly double the resident payroll.

Incidentally, gross annual sales from a salmon farming industry this
size would be about $132 million.

Important to keep in mind is that these jobs would be year-round. By
nature, they will be filled by residents. Also significant to note Iis
that much of the employment would occur in rural Alaska where
year-round jobs are far and few in between. Many of the spinoff
benefits would go to regional transportation hubs and service centers
such as Anchorage in the form of transportation, support services and
light manufacturing opportunities.

The shipping of fresh seafood from Alaska on a year-round basis will
improve our transportation services and costs. This will help many
coastal communities which are strapped with inadequate and expensive
trasportation systems, as well as commercial fishermen and processors
who currently have to compete with the more profitable passenger
trade for summer air cargo space.

The seafood industry also would benefit from mariculture development
by the opening up of markets for fish food manufactured from the
waste of existing processing operations. These processing companies
could utilize existing plants on a year-round basis, reducing
overhead and providing increased local employment.

A Southeast seafood processor recently told me he supports salmon
farming development because, 1if you will forgive my paraphrasing: "Il
have a plant 1 want to operate, a good local work force 1°d like to
keep on the payroll and customers who are demanding fresh seafood
during the offseason. 1 buy every troll salmon | can get my hands on.
Last week 1 got 500 pounds of troll salmon. Needless to say, the
plant didn"t operate for long, my employees didn"t put in many hours
and my customers weren"t satisfied."”

We also firmly believe that commercial fishermen have a good
opportunity to get involved in mariculture. 1°d like to read a short
section from a recent report by the House Research Agency about a
prime example of how fishermen can accomplish this: "The Prince
Rupert Fisherman®s Cooperative is a model of how a group of
traditional North American fishermen can successfully integrate
salmon farming into their operations to take advantage of new
developments in seafood markets. Members will market their farmed
fish in the off season to supplement their wild fish in season. The
cooperative produces smolts and fish food for its members and is



experimenting with various types of shellfish for farming
application. The combination of technical id research capability
with managerial know how and vertically int grated operations makes
the cooperative an extremely powerful and adaptive economic unit."”

The report adds that members of the Prince Rupert Fisherman®s
Cooperative, which is the second largest seafood processing company
in British Columbia, have 10-20 farms 1in various stages of
development.

The final point 1°d like to make is that we believe that the
long-range economic stability of Alaska®s important seafood industry
is directly related to our ability to take advantage of the
opportunities offerred by mariculture. The global seafood situation
is undergoing significant change and our ability to compete in world
markets will be determined by how effectively we will be able to
offer consumers what they want: fresh, high quality seafood on a
year-round basis.

The situation may have best summarized by the House Research Report
which said: "Failure to invest in salmon farming could result in: (1)
a steady erosion of Alaska®s market share in premium salmon markets;
(2) underutilized processing facilities (and corresponding loss pf
potential jobs; and (3) a private non-profit hatchery system that may
not be able to generate sufficient revenues (under current operating
constraints) to repay its state loans and attain financial
self-sufficiency.

"Alaska fishermen will face competition from farmed salmon regardless
of whether or not they come from farms in Alaska. There is a limited
*window of opportunity® for Alaska to enter salmon farming and gain a
market share."”

1"d also like to point out to members that you should have 1in your
packets position papers which address market, seafood processing and
investment issues related to mariculture development that have been
raised by some fishermen. 1°d also like to pass out to you some
information responding to non-commerce issues raised by the United
Fishermen of Alaska.

And, finally, 1°d like to say that AMA strongly supports language
restricting tideland permits to Alaskans. 1°d be pleased to answer
any questions you may have. Thank you Mister Chairman.
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Cordova, Alaska 99574

(07) 424-3447

February 23, 1987

Rep. Dave Donley, Chairman
Labor and Commerce Committee
P.0. Box V

Juneau, AK 99811

Dear Rep. Donley:

Cordova District Fishermen United (CDFU) supports the order —
ly controlled development of shellfish and plant mariculture.
Before mariculture 1is introduced into Alaska, however, a socio—
economic study should be done. The study was requested by the
United Fishermen of Alaska (UFA), CDFU, Prince William Sound
Agquaculture Corporation (PWSAC) and recommended by the fisheries
mini cabinet.

The development of salmon farming without the state studies,
coastal community 1input and the recent land grab for fish farm

sites in Canada have raised many eyebrows 1in Alaska. The people
of Alaska have entrusted millions of dollars to enhance wild
stocks. In 1975, the fishermen of Prince William Sound formed
PWSAC and started the most successful hatchery and enhancement
program in North America. Enhancement of wild stocks and ocean
ranching is the best investment the State of Alaska has ever
made. This tremendous 1investment 1is now paying for the state and
the fishermen. As wild stocks are on the decline, hatchery pro—

duction 1is kicking into gear.

PWSAC 1is one of seven private non-profit regional associa-—
tions in Alaska and was created by the fishermen and the legisla—

ture to enhance salmon production. Prince William Sound fisher—
men passed a 2% salmon enhancement tax to financially support the
salmon enhancement program of PWSAC. The 2% salmon enhancement

tax received by PWSAC will amount to $750,000 annually and will,
in turn, partially support the program that will provide $25 mil —
lion annually to the commercial fisheries by the year 1995, at
which time PWSAC will be providing over half of the commercial
fishery revenues 1in Prince William Sound.



Page Two

Rep. Dave Donley, Chairman
Labor and Commerce Committee
February 23, 1987

It makes no sense to the CDFU Board of Directors to cut
funding for state hatcheries, management of the commercial fish—
ery and the enforcement division to start a new industry which
will require millions of dollars to get started.

We are harvesting 130 million salmon per year and continuing
to build our future salmon runs to obtain greater harvests. We
are the fish farmers of Alaska and have made a big commitment to
the State of Alaska by building new hatcheries, paying assess—
ments, upgrading fishing vessels and putting out a better quality
of salmon all the time. CDFU 1is concerned that the coastline,
wild stocks, traditional fishing grounds and enhancement programs
are protected before a fish farming bill 1is passed.

Ocean ranching 1is the biggest investment in the State of
Alaska and the State should keep funding the enhancement pro—
grams. Commercial fishing has and always will be a major em—
ployer 1in Alaska, where fish farming will only employ a few.

Foreign companies 1in some cases are prevented from expanding
in their own countries because of legislation protecting local
communities. We have made our choice to protect the wild stocks
and enhance the salmon runs 1in the State of Alaska. In five
years, the State of Alaska could have five new hatcheries operat—
ing and generating revenues before the first pen-raised salmon
ever hit the market. We need to keep 1investing our money to com—
pete on the world marketby freezing, labeling and storing our
fish products in the State to be distributed all year round.

We wurge you to takeno action on legislation and development
of fish farming mariculture until all concerned groups and commu—
nities have had a chance to respond to the impacts of fish farm—

ing .
Sincerely
CORDOVA DISTRICT FISHERMEN UNITED
C ]
Vice President
GM/mbl

cc: Members of House Labor and Commerce Committee



CORDOVA DISTRICT FISHERMEN UNITED
RECOMMENDATIONS

1. Strict controly to prevent foreign corporations and
banks from taking over fish farming 1in Alaska. This industry
should be kept in the hands oi U.S. corporations and citizens if
Alaska wants the full benefits of fish farming to stay in Alaska.

2. h complete study of the environmental effects of salmon
farming on wild stocks and coastline communities.

3. No use of fish farming as a trade off fcci: wild stock
fishery habitat Ilost.

4. Control development of fish farming sites.

5. Alaska keeps control of any aquaculture development.
6. Clearcutting at sites have quality control standards.
7. Limits on proximity of fish farms to other sites and

density controls of fish in farms.

8. Regulations covering location of fish farms.

9. Studies of tidal flush out C\l fish farms.

10. Environmental impacts with respect to wild rich stocks.
31. Concerns of commercial fishing, sport fishing, recre—

ation groups and coastal communities should be addressed.

12. Studies of Norway and Scotland controlled development
of fish farming.

13. Continued state funding of PNP and FRED hatcheries to
enhance hne wild stocks and enhance salmon production by ocean
ranching. This means leave t.he funding 1in Commerce 1iui the state
and PNP to advance our enhancement programs.

14. No importation of Atlantic salmon eggs into Alaska.

15. Research, health inspection and testing oi: facilities
be set up to address concerns of the use of hormones and antibi—
otics, impacts of toxicants, disposal of dead f"sb and human
waste, predator control and efficient feed practices. Studies
have been done implicating the toxicant Tributyliri (TUT) as a
human health risk and has recently been found in imported farm
salmon. A ban of: TBT in the State of Alaska should be made into
law.



CDFU CONCERNS

1. Reallocation of State funds and services to fish farm—
inge

2. A rush on salmon farm sites in Alaska without proper
guidelines. Loss of: traditional fishing grounds.

3. Predator control for fish farms be reviewed and identi—
fication of appropric>.te predator control methods.

4. Impact on water quality andmarine environment.
5. Excess feed falling through necpens.

6. Good tidal flush-out sites.

7. Separation of fish farms and shellfish farms.

8. Navigational obstruction of fish farms and safe anchor—
ages lost to the commercial vessels.

9. Conflicts with rich farmers and commercial fishing ves—
sels .
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A laska troll sector fig hts -
farm ed sa m oo

Fearful thjt farmed salmon and New York markets as well as (PR in Alaska and are reaping the

mil destroy prices and markets
for Pacific troll-caught salmon.
Alaska fishermen and proces-
sorsare launching acampaign to
promote the virtues of mid fish.

But rhe man heading up *he
campaign admits his eiforts are
largely a defensive effort de-
signed to retain the market share
that sul! exists for troll salmon.

“We’ve seen our market share
for troll fish from Alaska and
B.C get smaller ami smaller
orer the last five years." says
Burry lestor. of the Alaska Troll
fuimms Processors Association.
W~ ve seen it reflected in prices.

From our own point of view
as processorsour goal is to main-
tain che markets we have and nor
see any decline. Ifwesucceed, we
should try to expand.”

Lester's organization was
formed during che spring in
response to growing concern in
the American troli industry
about the impact of fanned fish.

Lester said in an interview
Aug. 7 that fanned salmon has
i.ivaded traditional troll salmon
markets in the European ana
New York smoked salmon indus-

i t. Second grade farmed sal-
nu-n not suicaoie for restauranc
»»® is going into the .mokecr
on -wetas volumes of production
rise.

Lester s.no '.he processors
decided \o take a positive ap-
proach. “We don t want to say it
swims in its o*n waste and is
iiili-d with theiriicr.ls against dis-

Were living to talk about

;e vinut's af <lid salmon.”’
1he program involve:, promo-*
i .ii-is with buyers in European

improved grading jnd quality
standards on the grounds and in
the plants.

Earl [frytrier, spokesman for
the Alaska TVollers Association
said iiis organization is pledged
to support the campaign. “We’ve
seen prices softer, quite a bit.
especially because our troll coho
go to European markets. The
Norwegians are definitely mak-
ing inroads.’

Krygier said Alaskan fisher-
men are solidly behind the mora-

benciils ot ihe:r non-profit hatch-
cry system. “It would be a real
inistake to bring farms In here.”
So far the processors have
financed the campaign inter-
nally. but Lester hopes support
wiil come from other quarters.
Continued erosion of the troll
fishery could have “a devasta-
ting effect on the economy of
Alaska." he said. “We're talking
about a way of life. This goes
beyond the economic situation
to the very existence of fisher-

torium imposed on salmon farm- men."
B C p roduwction a d d s
t ~ fannwed s alm o n g |l ut

A .trailers see coho and chinook prices rumble under the assault of
far.-.*d m 'man. experts ir. Norway are predicting Atlantic salmon
produ- ,ar there could soar to 150.000 metric tonnes by 1990.

Even B.C.'s farmed salmon production is shooting up, with
harvests this year likely to hit 2,000 tonnes up from only 250 tonnes
in 19S5.

The forecast Norwegian production is a staggering leap from
about JO.0O0i) tonnes last year and double recent forecasts of 30.000
metric tonnes. The 1930 harvest should be between 93,000 and
fiS.IHJO tonnes.

Canadian federal anti provincial fisheries departments have just
begun to assess the impact of the farmed production on existing
calmon sules f-nm B.C.

Jim Fralic. aquaculture co-ordinator fur the provincial agriculture
department says B.C. farmed salmon production should jump to
2.000 ions this yenr. up from 250 in 1985.

He said declining prices may hove an impact oi the viability of
B.C. salmon farms, which normally forecast their economic position
bused on the strong prices of the past two years. “We've alwoys been
of the- opinion that prices tor farmed lish would come down," he said.

"Wt hoped to reduce iho cost oi production at ihe same time by
reducing the .-ate of natural mortality. There are indications this is
happening as people get more experienced.'



THE RSHEBMAt i 4»Uiiy, 18,1886 = 9

Yrollers round fairly good fish-
ing as the season opened June 20
hut needed the voiume tc partly
compensate for a major price
cut.

Opening prices posted by B.C.
Packers for spring salmon were
52.20 for large. S1.65 for medium
and 51.20 for small.

That was a 17 percent cut
from last year’s July 1 opening
prices of $2.65, $2.10 and S1.50.
3y June 23 this year rhe prices
had moved up to $2.25.51.70and
51.35. stiil iar below the July S.
1965. range of 52.75. 52.25 and
51.70.

W ithout the protection of a
minimum price agreement, troll
fishermen are at the mercy of
price-cutting processors, who
ire blaming Norwegian farmed
salmon in European markets for
the depressed prices.

By July 10. B.C. Packers had
raised its prices to 52.35. 51.60
and 51 4C.

Coho prices were more stable,
opening .,t S1.30. 51.20 and 55
cents this year, compared with
55cents. 51 25anuS1.40in 1965.

Initial troll spring landings op.
the west coast of Vancouver
Inland were good, apparently
n-.ore because of abundance than
increased effort.

Spring returns to che Skeona
were double the 10 year iverage
for the first week in July, accord-
ing to fisheries northern director
Paui Sprout. That was in stark
contrast to the sharp decline in
sot kevo returns

13v lulv 10. rili* lishor.es de-
partment could report total
chinook caiches.ol J.S.".ji in the
non hern iren up to Inly >and
warned rhat c.i'ch controls could
In- necoss.irv if current catch
laics . untmiif"

Northern oho catches total-
ieu .:iii. ..i7  fiiiuding 126.031)
t.ikon in fin* kof Itriy 5alone.

Chinook catches on the west
coast of mmcouver Island also
vere running ahead of forecast.
On July 7 the department closed
the But hank to slow the harvest
rate. By the end of the week
ending July o the troll catch hod
hit 145.201). a figure chat fish-
eries salmon coordinator Eric
Krerner said could reflect both
increased effort and increased
abundance.

Coho catches to the same date
were 614.800, also close to Che
696.000 mark at which conserva-
tion measures could be imposed.
Krcmer said the department wits
very close to curbing the coho
fishery.

Troll chum catches to July 5
were 64.100 and the Gulf troll
catch had hit 36.250.

Sockeve non-retention regula-
tions remain in effect.

W arnings of new difficulties in
chinook markets were issued
June !3 in Frid-.y. the publica-
tion of the Pacific Coast Federa-
tion of Fishermen’s Associa-
tions. Even before the season
opened, some purchasers re-
fused to sign market contracts.

According the the PCFFA.
the California. Oregon and Wa-
shington sleet had to return to
port in the second week of the
season *o negotiate a lower price.
The prices were slashed from
U.S.52.65. $2 25 and 52.05 to
52.30. <2 and 51.75.

Sales were good until the first
week of June when rumors of
Norwegian farmed salmon being
dumped on the market slowed
sales. The story was false but the
PCFFA quoted reliable reports
indicating that Norwegian sell-
ers dropped price:: 50 to 75 cents
a pound to retain a market share
after the fresh salmon season
began.
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A spokesman for B.C.'s minis-
try of the environment con-
firmed Nov. 7 that there are no
controls in this province on the
use of a toxic anti-fouling agent
that has been detected in fanned
salmon.

The substance is called tribu-
tyltin. or TBT, and is one of the
most toxic substances known to
man. Popular as an anti-fouling
paint for boat bottoms, if has
been banned in a number of
European countries because of
the damage it inflicts on the
environment.

Now TBT has been detected in
pen-reared salmon sold in U.S.
seafood markets. According to
Frlday, the publication of the
Pacific Coast Federation of Fish-
omen's Associations, aquacul-
ture products from Puget Sound
and Norway purchased ir. public
markets contained concentra-
tions of ..’9 to .9 micrograms per
gram of TBT.

TBT. sometimes used to treat
netting used in salmon pens, can
lie toxic in levels as low as five
parts per trillion Two scientists
working for the National Marine
Fisheries Service found the sub-
stance in baby coho sold in pub-
lic markets.
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"We have no controls on the
use of anti-fouling agents,'* B.C.

environment ministry spokes- '

man Michael Coon told The
Fisherman Nov. 7. "we're in
the process of collecting sam-
pies. We're trying to assess the
problem. It’'ssomething wedon’t
know very much about.”

Evidently the pan-sized fish
are not exposed to the TBT for
long enough to die from its
effects. The chemical concen-
trates over time in certain parts
of the body.

Coon said the D®-:c effects of
anti-fouling agents are r. con-
cern. "It’s in everyone's interest
to make sure fisti aren'tcontami-
na; *L"

1"i AW L' secretarv-treasurer
Bill Procopation said the threat
of TBTs is another example of
the chaos surrotind'ng the B.C.
fish-farming issue. "W-j'"H need
more than a ‘ifiday review to
estab'ish regulations to prevent
this aind of damage." he said.

The two American researchers
also studied the effect of low
concentrations of TBT on juve-
nile salmon, concluding that
exposure to low doses may in-
crease suscepriliilitv to disease.

L1 (o
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Norway’s saimon_farms
face fight requlation

Is B.C."saquaculture irchisfrv e
Nor-

as tightly regulated as

way's".’

A day-long seminar on Norwe-
gian tish farming sponsored by
the Norwegian Trade Commis-
sion June 2 provided the answer

a resounding no!
Among
now in place

Canada:

e a ban on the use of hor-

mones:

« controls on the use of anti-

biotics:

o compulsory quarterly

spection lor disease:

ational aquacultur,
cNa|ms to grotect wild

Canada moved a step closer ro
nacinnal aquaculture poiicv
epril 28 with an agreement by
financial and federal fisheries
musters to establish interiock-
;g lquaculture leg' dation.
Iiameeting tn Winnipeg tisn
r;es minister Toni Sidoon toid
is provincial counterparts that
«agreement IS an u.lportnni
u-p in furthering T .- develop
iint ol uqvijcu!’ure s gie.it
micntial m t?irati,".”
\hhougn Bi.". ii.i. -m

regulatory programs
in Norway but
barely under consideration

limits on corporate concen-
tration. che proximity of farms

ro each other and the density of

lisli:
* clearcuc
standards:

quality

control

* regulations to ensure safe

construction 3nd mooring o'

pens with environmental

in way:

con-
trols now being codified in Nor-

* regulation covering che lo-

cation of farms.

During the 1970s the govern-

ment actually slowed develop-

ment and halted the issuance of

in-  licences to allow the Norwegian

industry to consolidate.

i

ies minister, che province has
begun developing similar fed-
eral-provincial agreements as a
resuit of a First Ministers Con-
fennce in Halifax in 1985.

The first federal-provincial
arrangement, signed between
Ottawa and Nova Scotia in
March, gives the province the
«oli- licensing authority foraqua
culture enterprises as long as
federal requirements pertaining
‘o fishera-s and related matters
cre I"hfitHi.

The 'Ainnipeg meeting adop-
ted a naii-iYU'fit of national goms
ind principle = for the develop-
atone of commercial aquucul-

The seven goals include:

* to -ncourage the develop-
ment oi commercial aquaculture
m Canada in a manner that is
complementary to the continu-
r<g de'.ehipment of the wild

fishery:

® to increase the economic
returns from "intensified pro-
duction and harvest of high

value, marketable species of fin
fish, shell fish and marine
plants"™:

* ro improve the quality and
expand the variety of Canadian
iisn products, and

» to encourage long-range
si ability in the country's fish
production through diversity
ird continuity of supply

The ignrment gives the lead
i.i the qiiv.ire sector in aquacui-
ijie .li ".elopnienc. but picdges
Stesefnnv. ncsupportineconomic
mev.»ii>pfTli-iit and research.

Salmon farmers will be train-
ing their guns on traditional wild
salmon markets by the end of the
decade, say Norwegian experts,
and dropping prices could move
che date even closer.

Growing production of farmed
salmon both in Norway and B.C.
has sparked tea‘'s among com-
mercial tishermon char, existing
markets will be undermined by
che new production.

This year buyers are predict-
ing a sharp decline in troll
chinook prices because of a glut
in European smoker markets
caused by Xorwogim produc-
tion. The Norwegian product
already competes effectively on
restaurant tables in Seattle and
Vancouver, the heartland of wild
salmon production.

But Norwegian marketing
expert Kar! Johan Ringstad told
a Van euver fish farming semi-
nar June 2 that farmed produc-
tion of coho and chinook will
outstrip wild fish catches by
1990.

Production of farmed Atlantic
salmon has already hit 42.000
tonnes, well above the worldwide
production of 27.000 tonnes of
chinook in 10So and 4:5.000
tonnes of coho.

\irtu.iliy al'! Norwegian pro-

usararrrs rm

to hit

m arket

duction is exported. 30 percer.i
of it to the United States. By :ht
end of the decade. Ringstad pre
dicced. farmed production WI
dominate the quality ‘while
table cloch market™ and take
percent of the fresh market

"The challenge is to get int*
ocher segments of the marker
he said. "In the last few mor.tr.s
a price drop has reduced _nrili-
ability in Norw ay. As the price of
farmed saimon decreases it w-li
open new markets. Ic car, me
delivered year-round.”

In 1978 the smoked snirror.
market was dominated by wild
production, he noted, but now
the tables have turned, in the
future, farmed salmon may be
marketed alongside fresh men;
and poultry. "I leave it to you ’o
speculate how many tonnes are
required to supply retail outlets
even in California alone.”

How low will the price gc™ !
wish | knew." Ringscad said,
“but look at the price of chicken.’

Farmed salmon is going heau
to head with chinook already A
later speaker quoted prices ;n
Seattle of 54 to 84.25 a pouno for
chinook between six anti nine

pounds. Atlantic salmon wa»
being delivered for between
>>;* and 54.37!



THE FISHERMAN / JULY 18 1983

lre land

foreign

Irelanii has siapped a Lan on
foreign ownership of salmon
farm lea- es to head off what otii-
c:..is feared could be a cake over
of the country's industry.

"He could fill every hay on the
Irish coast with salmon cages
within two years if we allow the

Norwegians in without rescric-
tii " a local official told Fish
Fan: eg International. He later

correc t'd himself and said "non-

nationals™ rather than Norwe-
gians.
The Irish Fisheries Depart-

ment has announced that no fur-
ther licences will be issued for
. salmon-farming projects in
which nationals of countries out-
side the European Economic
Community have a major stake.

A policy review is under way.

By contrast, there is abso-
lutely no curb on foreign invest-
ment or control in B.C.s salmon
farming industry, which has a

fish

free z e s

farm s

urge Norwegian element. Nor-
wegian investors are attracted to
B.C. by much looser regulation
than they face at home.

Opponents of outside invest-
ment in the Irish industry claim
that Norwegians control 60 per-
cent of che fishing farming in-
dustry in Scotland and have
starved locally-owned farms
of smolts from Norwegian-
controlled hatcheries.

Angry fishermen are reported
to have rammed salmon cages in
Scotland in frustration.

Fishermen in Ireland are con-
cerned about the implications of
a Scandinavian proposal to raise
farmed salmon in converted oil
tankers. Even other fanners are
fearful of its impact on the envi-
ronment and markecs.

Smolts for the scheme'would
come for Iceland, posing the
threat of importing kidney dis-
eeast* to Ireland.

DFO aquaculture subsidy

hits

Fisheru-s department expen-
ditures :n support ot the jqua-
culture industry totalled i
iior. nationwide in [5*t*-s-«9*5.

says fisheries minister Torn
Sidd-m.
In reply lo a quorv from

Skeena \L)P MP Jim Foiron.
Siddon said June 1 chat l.ipf;
’has been the lead fedcrai de-
partment in fostering the devel-
opment of aquaculture in Can-
ada. focussing particulaiiy on
. research and experimental devel-
opment. the protection of fish
from communicable diseases
ind the cransler and application
o! research™results to industry™

In the ;-*ar .-ruling March
the department -imnr -J -
ni.lhoO ->11 uiSi.u m:i::.re n*-.- C.eh.

million In '85

vra n -.oimorud enhance*
mer. pennlng was frozen. A
furtner -soiW.UO was spent to
as-:st ijuoculrurists ro ure the
lres* methods in rearing and
har.esr.ng

'the amin.nt spent >n research
mis ncrensed to S'J.0 million up
to March lit" 5 from 62.3 million
eiuriog me previous year.

Siddon told Fulton that fish
[ar"i*:r-.. are eligible for interest-
Ire-: loans under the Canada B.C.
Subsidiary Agreement on Small
Business Incentives. More than
oj'f miilion of 560 million loaned
under the program went to fish
farmers.

-iiili.<n eeould n.u provide a
;-i< iKi'i-vvn or* h-iw much of the
ri-i-arc.I money was spenton the
1 i- 'fi' o.i»i

OV oy e
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ARMIN F. KOERHIG HATCHERY
PRINCE WILLIAM SOUND, ALASKA
PINK SALMON PRODUCTION DATA

BROOD FRY FISHERY HARVEST BROOD HATCHERY TOTAL MlgIﬁE
YEAR RELEASE HARVEST RATE STOCK HARVEST RETURN SURVIVAL
1275 1,000,000 4,000 10% 15,155 24,845 44,0C3 4%
1976 11,010,577 ~— -- 40,432 114,188 154,520 1.4%
1977 16,950,734 275,001 50% 54,207 223,748 552.958 2.3%.
1973 22,774,739 1,023,700 70% 108,061 346,728 1,493, 4-7? 6.6.-:
1979 21,500,000 1,355,907 60% 193,901 707,037 2,264.345 10.5%
1930 1 69,737,000 3,615,036 70% 164,545 1,354,732 5,3 34 .363 7.4%
1931 *70,118,000 2,97 11,22 SO-t 124,278 607,999 3,722,502 5.3%
1982 87,384,533 2,225,423 30% 186,431 387,146 2,60G,0C0 3.2%
1983 76,746,000 3,772,962 75% 271,513 986,141 5,030,615 6.6%
1984 103,531,000 3,372,222 75% 277,706 814,072 ,9c4 000 4.8% .

»935 112,527,515 -



SALMON FARMING POSITION PAPER

EXECUTIVE BOARD OF DIRECTORS
PRINCE WILLIAM SOUND AQUACULTURE CORPORATION
P. 0. BOX 1110, CORDOVA, ALASKA 99574

Over the past twelve months the Executive Board of
Directors of the Prince William Sound Aquaculture
Corporation (PWSAC) had debated and discussed the pros and
cons of establishing a salmon farming industry in Alaska.
These discussions were prompted by the previous administra—
tion®s apparent desire to explore the feasibility of
developing the regulatory, administrative and legislative
framework to implement a large scale salmon farming industry
in Alaska. Considering the fact that legislation has been
introduced to both the House and the Senate specifically for
the purpose of legalizing the operation of salmon farms in
Alaska, we feel that the time is appropriate to express our
opinions and concerns to those individuals and agencies that
will ultimately be responsible to formulate statewide policy
on this issue. There are two major issues that we feel must
be addressed and dealt with before the state takes any
further steps towards legalizing the development of a salmon
farming industry within state waters.

I. Long Term Social and Economic Impacts - Ocean Ranching
vs. Salmon Farming

First of all, it is imperative that a long hard look be
given to the relative benefit of ocean ranching vs. salmon
farming 1" years to come. This should be done keeping in
mind that success of an industry or undertaking be measured
by the sum total of its contribution to the people, communi—
ties and industries of Alaska, both in terms of social and
economic wealth.

The legislation that created both the private non
profit hatchery program and the F.R.E.D. Division of AD&FG
charged these programs with the responsibility of enhancing
salmon runs statewide so that hardest levels in the common
property fisheries would support and industry, meet the
desires of sport fishermen, and satisfy the needs of subsis—
tence fishermen. At first glance many people interpreted
these programs as a "fish welfare subsidy” by which the
state pays the bill and commercial, sport and subsistence
fishermen thrive. In fact, after ten years of growing and
developing, these programs are on the verge of becoming
self-sustaining, cost efficient entities that will represent
the backbone of Alaska®s second largest industry.

The fishing industry is our largest employer and
generates more dollars in ex-vessel value and final product
marketing than any other industry in the state besides oil.
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The ocean ranching programs in Alaska have undeniably
stabilized salmon production in areas where unpredictable
fluctuations in wild stock returns has kept the Alaska
salmon industry from diversifying and growing due to the
lack of a constant, ensured supply of product - a necessity
in any resource related industry. Product diversification
and progressive marketing strategies for pink and chum
salmon have just begun to be explored. These avenues of
development, aided by the consistant supply of wild and
enhanced salmon we have realized in the early 1980"s, have
provided the salmon industry with its first long ternm,
optimistic outlook in nany years.

To try to express the value of Alaska®"s ocean ranching
programs in terms of a cost benefit ratio is virtually
impossible. The production of ocean ranched salmon provides
fish to be harvested, jobs 1in the processing industry,
product to be marketed and a consistant supply of product
year to year. This assures lending institutions that
investment in the industry is well-founded. As well as
these direct benefits, there are the infinite number of
multipliers of income generated to communities and support
services throughout the state as the revenues associated
with handling large volumes of salmon filter down.

This past year in Prince William Sound (PWS) the ADF&G
estimated that 55% of the entire pink salmon harvest can be
attributed to ocean-ranched production. The failure of wild
stock returns to PWS was not predicted. Without the private
non profit and F.R.E.D. Division enhancement programs,
millions of dollars invested by fishermen and processors
preparing for the coming season would have been lost. RcW
fish tax revenues that supplement the city"s operational and
capital funding needs would have been greatly reduced.
Ultimately the state would have had to deal with these
losses in the form of subsidies”™ or at least supplemental
funding requests from the city*"Thv”~1992 PWSAC alone will
generate better than $20 million mollars 1in direct revenue

to commercial fishermen. State investment and support of
these programs to this point has bren indispensable and
demonstrates a great deal of foresight. To sell these

programs short now would be a tragic mistake.

Specifically, it is the long term social and economic
benefits that ocean ranching has provided that we feel are
lacking within the proposed salmon farming industry. It is
an undisputab]e fact that all ocean ranching production by
the regional association and private non profit facilities
is carried out on a zero budget level by the corporation
involved. Incorporated under non-profit status as required
by the enabling legislation and subsidized by commercial
fishermen through a mandatory enhancement tax, the sole
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purpose of this program is to produce fish for harvest 1in
the common property fisheries. The only money retained by
these corporations are used for operational funding and
retirement of long term debt to the statels revolving
hatchery loan fund.

In contrast, the salmon farming industry would operate
as a strictly for-profit venture. According to the House
Research Agency report "Aquaculture In Alaska" (H.R.A.-
A.1.A.), most likely the major investment base in this
industry would come from Scandinavian banks, similar to
salmon farming development in British Columbia. Alaska has
just begun to turn the tide of foreign investment in its
fishing industry. IT any one word stands out as a calling
card to Alaska®"s fishing industry in the past five years, it
is Americanization and what the implementation of the
Magnuson Act has done toward that fnd. IfT the investment
base in the salmon farming industry is for the most part
other than domestic, it is safe to assume that the profits
will be realized by other than domestic entities. If this
is the case and it seems to be a worldwide trend in the
salmon farming industry, why should Alaska invest it"s
resources (water and land) and it"s money (resource agency
monitoring and regulatory development) 1in salmon farming
when it already has a program (ocean ranching) that it has
funded that directly benefits its people and a thriving
established industry.

Salmon farming is not a labor intensive undertaking.
According to the House Research Agency Report Aquaculture 1In
Alaska; Norway, the country that pioneered salmon farming
directly employed only 2,000 individuals in 1984. This
hardly represents an industry that could make a significant
contribution to the job market in coastal Alaska. There are
that many people employed directly by the salmon industry in
the small town of Ccrdova in any given year.

The December 1986 issue of Fish Farming International
reports in an article by the Irish Sea Fisheries Board

(BIM):

"BIM*s conclusion from this is that the imbalance of
projected supply and demand by 1990 could cause
reductions 1in prices and margins greater than farmers
and traders presently envisage.

Lower margins will force the least efficient producers
out of the industry and will deter potential small-
scale new entrants.
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The emphasis on greater efficiency will stimulate
high standards of technology and training and a
larger minimum-volume production unit.

Salmon farms based on integrated smolt and sea
cage production are unlikely to be less than 500
tons a year capacity, notes the BIM report.

Investment needed for such a project would be
around UK 22 million pounds and would be capable
of earning 18 per cent internal rate of return.

But the investment is risky. A drop of ten per cent
in real revenues through low prices would halve the
rate of return. A stock loss say every five years
(through disease or unusual weather conditions)
would reduce this return to zero."

If this prediction by experts within the salmon farming
industry proves true, it is clear that a developing industry
in Alaska has little chance to establish a significant,
market share for a product that alj 3y shows signs of
saturating the market for which it produces.

Further, the investment capital and the level of
technology necessary to operate at the scale suggested 1in
order to be competitive predicates an industry that holds
very little hope for any vertical integration. This
scenario is more likely to create h:"gh volume production
salmon farms financed by large, multinational corporations
that do nothing more than “mmreate a few local jobs and pass
profits on to parent corporations.

Taking these facts into consideration is is hard to
visualise this state government, confronted with extremely
limited funding for existing programs, creating an industry
(salmon farming) that will require extensive agency
monitoring and regulatory development, while offering
negligible long term social or economic benefits to the
State of Alaska.

Il. Salmon Farming: Funding and Operational Considerations

The House Research Agency report Aquaculture In Alaska
suggests 1in its section on options for financing of salmon
farms that repayment of capital construction loans from the
private non profit aquaculture corporations to the revolving
hatchery laon fund could be used to fund the development of
salmon farming. On page 21 of the report the author states
"The cornerstone of Alaska®s aquaculture industry is the
State®s system of public (F.R.E.D. Division) and private non
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profit (PNP) salmon hatcheries which are designed to augment
the state"s natural runs. As enumerated in Chapter One,

by almost any economic measure (i.e,. employment, 1income,
total economic activity), aquaculture 1is probably the best
renewable resource investment the state has made with it"s
cil wealth.™

In the preceding paragraph the author speaks of the
tremendous, wise investment the state has made in its ocean
ranching progranm. Yet in the next chapter he suggests
taking away the only available funding mechanism the PNP
hatchery program has to continue investing in its own and
the state®s future.

This rationale remains a mystery to us. Perhaps the
authors need to be reminded that large portions of those
loan repayments are made with func”s generated by commerci® L
fishermen paying a mandatory enhancement tax. We sugges\
that if the House Research Agency had held public hearings
as recommended by the Fisheries Mini Cabinet Aquaculture
Advisory Committee, they wo>1d have been informed by the
public that fishermen much prefer their enhancement tax
funds be used to further the combined effort of the PNP
program and the F.R.E.D. Division in tranditional
enhancement and ocean ranching endeavors rather than
financing a fledgling salmon farming industry.

The Regional Planning Team concept, a combined effort
of regional aquaculture corporations and the sport,
commercial, subsistence and F.R.E.D. Divisions of ADF&G have
produced Regional Salmon Plans throughout the state that
define the enhancement needs of each individual region.
These plans develop a list of priority projects that will
help achieve the enhancement needs of their respective
regions. The only mechanism for funding available to the
private sector to achieve these goals is the revolving
hatchery loan fund and it is imperative that it remains 1in
tact.

In the House Resource Agency report Aquaculture In
Alaska the authors explain that if salmon farming were to
become a reality both the genetics and disease control staff
and lab facilities would need to be expanded. This
represents only two of the many state programs in which both
capital and operational funding would have to be expanded to
support the salmon farming industry. From our point of view
as a regional aquaculture association charged with
responsible and beneficial enhancement development in PWS,
this is where we find the greatest conflict between salmon
farming ard ocean ranching in Alaska.
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Consider this fact: in 1987 the F.R.E.D. Division
claims it will not operate its Cannery Creek hatchery in
PWS. This facility cost the state $4 million dollars in
1979. The hatchery can rear 111 million pink salmon eggs
when Ffilled to capacity. Because of a lack of $180,000 1in
operational funding, the Cannery Creek facilitv will forego
producing a return in 1989 of as many as 3.5 million adult
pink salmon. It is very unlikely that the”ie is any other
situation in which the state could invest $180,000 and
produce direct revenues of $3.5 million dollars, not to
mention associated revenue to local communities through raw
fish tax funds, local work force in the processing and
shipping industry and support services region-wide that
generate their income as large volumes of salmon are
harvested in the region.

We are in a time that the st~"te isn"t even able to fund
ongoing projects that for a relatively small investment can
potentially produce significant economic gain. It seems
irrational for the state to even consider the development of
a new venture (salmon farming) that will not only require
considerable state support but further, 1is most likely not
even comparable to existing established programs in terms of
its potential long term benefits.

In conclusion, we thank you for taking the time to
consider our point of view on these 1issues. Most
importantly, we hope you have gained a better understanding
of how crucial the continued funding and development of our
aquaculture programs are to Alaska®s future.

Matthew Luck, on behalf of the
Executive Board of Directors
Prince William Sound

Aquaculture Corporation
February 24, 1987
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EXECUTIVE SUMMARY

The Alaska Trollers Association believes that passage of HB-108 and SB-
106, "Act(s) relating to aquatic farming...", in their present fornm
would be detrimental to the Alaska salmon industry and not in the best
interest of the State. ATA generally supports of aquaculture, and
believes there are many opportunities for Alaskans in various
aquaculture developments. However, we specifically oppose those
aspects of these companion measures aimed at permitting the pen
rearing of salmon in Alaska.

Alaska produces some 43 percent of the world harvest of salmon. The
pen rearing industry, spearheaded and dominated by foreign interests
and backed by their governments * subsidy programs, is in direct
competition with our salmon industry. This applies not just to Kking
and coho salmon, but to all fresh and fresh-frozen product forms.
Encouraging those interests to invest in and control pen rearing :n
Alaska is clearly not in the interest of our 1industry, and will
jeopardize the enormous private and public investments already made in
our wild and hatchery stocks. We cannot control the actions of other
nations;, but we need not actively contribute to the market competition
facing our own industry.

We are also extremely concerned about possible biological 1impacts on
our wild stocks. While the spread of an extremely virulent infection
from penned to wild stocks may be of a low order of probability, the
potential for major damage to wild stocks does exist. With so much at

stake, is pen rearing worth the risk? Pen rearing will produce chronic
habitat problems local to the rearing sites, will compete for release
sites with our existing enhancement programs, and may physically
displace existing fishery activity, as has been the case with log
dumps.

Proponents assertions not withstanding, pen rearing will divert
increasingly scarce State government resources from existing fishery
management programs. Fiscal impacts have not been addressed. ADF&G,

DEC, DNR, DCED, and Revenue programs will be effected.

We contend that proponents are exaggerating the potential economic
benefits of salmon farming in Alaska. Without the strict controls,
which are not contemplated by these Bills, pen rearing operations will
not be small, Alaska owned businesses. They will be large corporate
operations, utilizing foreign technology, and funded and controlled by
foreign interests. The few Alaskan jobs they will provide will be at
the lower end of the technical and pay scales of these operations. To
the extent that Alaskans are involved, either as investors in foreign

dominated ventures or as independents, their position will be
precarious. This industry is headedfor amajor "shake out™ worldwide,
and small, late entrants will be themost vulnerable.

In sum, salmon pen rearing threatens our existing industry and will
not be the bonanza that ©proponents claim. Alaska“"s support for
aquaculture should be in those areas where wecan become the
technological and market leaders. Let ™ not get on abandwagon which
is about to run out of gas!



INTRODUCTION

Proponents of aquaculture say it offers one of the single
greatest new opportunities to develop and diversify State and
local economies and Create new jobs. To hear them talk, you ™

think that salmon pen rearing in particular 1is "the greatest

thing since sliced bread." Frankly, your fishermen constituents
disagree. They think pen rearing of salmon could well be a
disaster for them and avery bad deal for the State of Alaska

generally.

It is important to look beyond the enthusiastic statements of

proponents about the "great opportunity” represented by
aquaculture. We must also look at its “ effects on the entire
spectrunm of the existing seafood and support industries. The

past administration™ Ad Hoc Committee on Mariculture, including

the representatives 01 the fishing industry, found that
aquaculture in general does offer new opportunities - though not
without costs. Indeed they found that some forms of aquaculture -
pen rearing of salmon to be specific - could, 1in fact, have

detrimental effects on the fishing industry, particularly in

Southeast fishing communities.

We, the fishing community, suggest that pen-rearing of salmon -
the "fish farming™ which is really the key element driving this

Bill - poses three principal threats to Alaska fisherman:



saturation in the price and quality leading sectors of our
markets which will eventually impact the price of all Alaska

salmon, not just our "top of the Iline" fish;

negative biological impacts on our vital wild stocks and

rearing habitat; and

diversion of increasingly scarce State government fiscal and
managerial resources toward management of a new industrial sector

dominated by foreign capital and operators, to the detriment of

our Alaskan 1industry.

Additionally, we contend that the developmental and employment
benefits of salmon pen rearing to rural communities and to the
economy of the State in general are being heavily, even

irresponsibly oversold by pen rearing advocates.

MARKET CONSIDERATIONS

The advocates of aquaculture claim that consumption 1is rising and
that there will be no competition between the farmed and the
commercial forms of seafood. The reality 1is, that the bulk of
the highly touted "world increase" in seafood consumption will
occur in shellfish, and cod and catfish type fish rather than 1in
the more expensive salmon species. This projected increased in

world consumption has two main components.



(1.) Fish as a Cheap Source of Protein: Aquaculture in Third

World countries has increased exponentially during the past few

years - mostly in the form of warm water pond culture of tilapia
and carp. Such culture in Third World nations 1is often run in
conjunction with annual irrigation of rice fields, or 1in areas

where the yield of protein per acre 1is grossly in favor of pond
culture (fish such as Grass Carp or other herbivorous species for
local consumption, or shellfish for export) where lands have a
low plant productivity due to bad soil conditions. In the
industrialized countries cheap protein is also important, but
here consumption 1increases are largely in the form of "fast-food"
fillets for fish sandwiches and deep fried catfish. Indeed, the
largest aquaculture sector in the Uu.s. is Mississippi Valley
catfish farming, and the single largest fish processor in the

U.S. is a catfish processing plant.

(2.) The Health Benefits of Seafood: 1In North America and Western
Europe, the increased recognition of the health benefits of
seafood mostly spawned by the educational efforts of such

institutions as the Heart Association and the National Marine

Fishery Service, has led to a greater consumption of fish and
shellfish. Consumers who increased their consumption for health
reasons, are normally more interested in the expensive product

forms, such as fresh or frozen salmon.



Unfortunately for Alaskan fisherman, the increased awareness and

consumption occurred coincidentally with the advent of the
Norwegian pen reared saimon 1industry - though not because of it,
as some would claim. Through aggressive marketing and government

subsidized production and shipping (including heavily under —
written air freight rates on the government owned airline SAS)
the Norwegians made heavyinroads 1in this product niche of the
seafood industry. Our Alaskan commercial fisherman, unprotected
from this heavily subsidized, government organized marketing
blitz into their traditional markets, have not enjoyed the
benefits of increased demand through higher prices or expansion

of market opportunities for our other salmon species, such as

frozen reds and ocean bright pinks. So, Norwegian salmon has not
just hurt trollers, it haslimiteddiversification opportunities

for gillnet and seine caught fish as well.

There is really only one market for quality salmon. This market
is worldwide and must absorb all inventory, both fresh and fresh-
frozen. As fresh-farmed salmon output 1increases, it cuts into
the commercial high quality fresh- loien market where Alaskan
fish has been traditionally been dominant. Present worldwide
production of wild salmon is 600,000 to 700,000 metric tons, the
vast majority of which is pink, chum ar.d sockeye salmon. Only
70,000 to 80,000 metric tons are high quality coho and king
salmon, and it is these fish which are facing competition from

pen-reared salmon. This competition 1is increasing yearly. The

production of pen-reared salmon worldwide 1is expected to approach



150.000 metric ton3 by 19S0. Such an increase will nearly triple

the present volume of high quality salmon. In the world market,
Western Europe, Canada, and the United States represent "the
marketplace" for high-quality salmon. The troll industry®s fresh

and fresh-frozen product has already felt the impact of market
competition from pen reared fish. Our king salmon price to
fisherman has dropped from 32.50/ Ib in 1985 to $1.80/1b in
1986. Cohos dropped .50 cents /lb this past winter when a large

inventory of Norwegian fish was dumped on the French market.

Demand for this high quality fish just can"t expand as fast as
tht. supply 1is growing. Studies indicate that every man, woman and
child in the United States would need to exchange a meat dinner
for a salmon dinner to increase consumption by 25,000 metric tons
per year. IT pen-reared salmon production does reach 150,000
metric tons by 1990, then a population the size of the United
States would have to eat six salmon dinners per year that they
are not presently consuming. This 1is a product which retails for
36.00 to 38.00 a Ib. Any economist will tell you that it 1is
unreasonable to expect such a demand increase to occur 1in such a
short time. It also means that the enormous amount of high
quality salmon on the market will have to sell at reduced prices
to compete within its own market niche, with other seafood, and

with a nore competitive red meat and poultry industry.



This problem was headlined 1in the December 1986 edition of FISH
FARMING INTERNATIONAL which read, "SURPLUS SALMON WARNING -
PRODUCTION MAY EXCEED DEMAND BY 23,000 TONS". The article stated,
that an imbalance of projected supply and demand by 1990 (three
years from now) could cause sharp price reductions and upset
profit margins. It stated that lower margins would force the
least efficient producers out of the industry and preclude small-
scale new entrants. It went on to say that farms which produce
less than 500 tons per year (this latter type of large facility
has a cost of USS3 million +) would not have the product volume
capacity to reach profit margins. They state that such large
investment would be very risky, since a stock loss every five

years through disease or the effects of unseasonable weather

would yield zero net returns. Such losses are not without
precedent. Salmon farmers in Norway, on the Sunshine coast of
B.C., and at the National Marine Fisheries Service experimental

farm at Little Port Walter 1in Southeast Alaska, have experienced
such losses from algal blooms, stress induced by harassment from

marine mammals, and from disease.

Commercial fisherman, as users of a wild, common property
resource have been striving for years to stabilize natural
fluctuations through hatchery enhancement and resource
allocation. Pacific coast fisherman, in trying to solve those
problems via the U.S./Canada Treaty, will face not only an
increase in production from salmon farms, but the need to market
the expected great increases in wild and ocean released hatchery
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stocks resulting from the U.S./Canada Treaty. Canada and the
Pacific States plan to release 2.6 billion enhancement salmon by
1990 - an increase of 245 percent! Add to this the 1increases
from natural stocks rebuilding to maximum sustainable yield. This
represents a tremendous 1investment 1in management and enhancement
dollars, and tremendous sacrifices by our fishermen to achieve
wild stock rebuilding. Pen reared salmon compete with these fish

and dilute the value of our already massive investment.

It is also frequently asserted that penned salmon won ™ compete
with Alaskan wild stock salmon since most of our production

occurs during the summer, whereas penned salmon are sold in the

winter. In fact, 10% of all pen reared salmon is. sold in the
summer . As long as penned salmon production was low, 1its summer
market impact was not too severe. The total Alaska troll King

and coho salmon production was about 9,700 MT 1in 1985. |If full
projected pen reared salmon production of 150,000 MT is reached
by 1990, then a 10% summer market competition will be 15,000 MT
in the summer of 1990. That 1is, they will dump more fresh fish 1in

the summer market alone than the entire Alaskan troll production.

As we have said, Alaskans in general will lose from this
competition since the development of new product forms of
pink/chum/and sockeye, ie. fresh frozen ocean bright quality,

will be out-competed by the fresh farmed fish industry which has
already developed 1its market strategy. But, the hardest hit will
be the troll fleet. Our product, both fresh and fresh-frozen,

competes head to head with pen reared salmon.



Since the volume of pen reared salmon projected by 1990 will
triple the product volume available from the current harvest of
all king and coho salmon (the two species which compete most
directly with pen reared salmon), the issue of product saturation
is both real and imminent. Whether or not Alaska becomes
involved in the pen rearing of salmon will not change the fact
that r wild stock Ffishing industry will see an increased market
competition with pen reared fish, but we don ™ have to contribute

to the problem.

I Ve spoken about world market impacts and their effects on

Alaska fishermen, but if we allowed pen rearing in Alaska we
would also have todeal with direct competition inour local
markets. Most pen raised fish would be marketed in the winter
when local fishermen are supplying local wintermarkets and

getting their best price. When there is such high winter
unemployment, winter fishing is both good for mental health and
for the pocketbooks. Local pen-reared fish would, severely hurt
our local winter markets since buyers would not need to wait - as
they e presently accustomed to doing - for a winter storm to

pass so that local boats can "sneak back out" for a bit of winter

fishing.



BIOLOGICAL CONCERNS

Additionally, salmon farming poses threats to our native stocks
and our rearing habitat in Southeast. The rapidly growing
aquaculture industry faces two big environmental problems; self-
inflicted water pollution around the fish farms, and disease

epidemics 1in the pens.

The problem of pollution from feces and unconsumed feed poses a
real habitat problem. Most of the choice sites for aquaculture
are important as nursery areas for other juvenile fish and
shellfish. The problem of bottonm habitat degradation is
exemplified by the history of log storage facilities. The
scientific literature is full of descriptions of the harmful
effects to critical environments from hydrogen sulfide pollution -

the same pollutant by-product associated with salmon farms.

As for disease, in 1983 epidemics cost the farmed salmor.
industry approximately $110 million. Much of this occurred when

a bacterial disease in Norway forced 29 out of 40 farms-to

slaughter their entire stock. Fish farmers, and feed lot farmers
in general, respond to diseases with antioiotics which can lead
to new virulent forms of disease. Virulency can take the shape

of drug resistant disease strains or as new forms of disease to
which natural stocks have little or no immunity. The major
countries producing farmed salmon have either destroyed their
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natural runs or never had them, so they have no natural stocks at
risk. However, Alaska produces 90% of all U.S. Jlandings, which

equates to 43% of the world landings, from wild, natural runs of

salmon. Can we really afford to risk a major disease 1induced
crash of oir wild stocks? We think not! Proponents of pen
rearing would like to "wish away"™ the disease problem, but its

not a simple thing to deal with and the risks are potentially

catastrophic.

MANAGEMENT AND FISCAL CONCERNS

Pen reat."ng advocates are fond of stating that they aren ™
seeking State loans and hence won ™ have a fiscal impact on State
government. This is a ruse. Loans aren 7 the only way of
impacting the budget. With revenues getting tighter and tighter
State resource managers are faced with doing more and more with
less and less. Introducing pen rearing will have an impact on
departments charged with regulating the seafood industry and
managing the State ™ tideland resources. DNR, DEC, Revenue and
ADF&G will all have to gear up to deal with permitting,
regulating and otherwise managing this new industry. You tell me
what it will cost! The only certain thing is that it won ™t be
cheap, and that it will negatively impact already shrinking
management efforts applied to our existing fisheries.

I think it would be very wise to have a detailed examination of

the fiscal impacts of this legislation before proceeding further.

11



We have previously mentioned the U.S./Canada Treaty. Tw<-
additional programs were sold by the State of Alaska to ti

fishing fleet which promised a long terra future and stability,

Limited Entry and Salmon Enhancement. Though these programs hold
promise, they have put the troll fleet in a precarious make-it or
break-it balance. The farming of salmon can upset this balance.

It is important to remember that Limited Entry was instituted to
control excess effort and give assurances to fisherman that a
reasonable livelihood could be obtained. The State also invested
heavily in this process by making State loans available and by
instituting additional programs which would benefit limited Entry
participants and the seafood industry. Such basic assurances
encouraged many Alaskans to invest their lives and wealth in this
newly stabilized industry. If the State now decides to allow pen

rearing of salmon, which competes directly with Limited Entry

fisherman, it will have broken its trust with" the existing
industry. Additionally, salmon enhancement was conceived and
developedin Alaska through a legislative process, the main
intent of which was to exclude "private-for-profit"” salmon
farming or ranching. The Alaska Legislature understood at that

time the social and economic implications of private salmon
culture cn a healthy commercial fishing industry. Those
legislators understood that salmon culture was capital intensive
and would likely be dominated by out-of-State extractive
investment unless regulated to ensure that control and benefits

remained in Alaska.
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OVERSELLING THE ECONOMIC BENEFITS OF SALMON PEN REARING

Proponents of pen rearing salmon like to claim that they will be
able to produce 1,900 jobs. Just how many of these will be held
by Alaskans? A recent T.V. documentary promoting the salmon
farming industry made a sad, unintended joke of this clainm,
stating that cn the large fish farms on the Sunshine Coast 1in
British Columbia you need to speak Norwegian to get by. We
strongly contend that this new industry will not create 1,900 new
jobs. Oon the contrary, it may well displace that many and more
existing jobs in the seafood industry and its” supporting

industries (shipwrights, fuel and food suppliers, etc.).

The Southeast troll fishery has the highest residency rate of any
fishery in the state. Fully 85 percent of our fishermen live here
in Alaska. Last year this represented nearly 3,500 fisherman and
crew members. Using a standard 2.2 employment multiplier for
Southeast indicates that the troll fishery alone may generate a
total employment of 7,700 fishing, processing and support
industry jobs, all of which are in some degree of jeopardy fronm
pen rearing. Many trollers are barely making it now. Further,
price slumps will place even more fishermen in the marginal
category, forcing many to seek scarce winter employment on shore,
and others to quit entirely. To the extent that Alaska based pen
rearing hurts Alaskan fishermen, and it will, we are talking

about displacing existing 1investment with new investment and new



people. As residents of Alaska, we want to see more jobs and
more economic stability in our communities for the people that
live here now. The following analogy exemplifies our dilemma.
The Chamber of Commerce is always a strong local proponent of
development. That is, until a Fred Meyers, Safeway, or

McDonalds wants to come to town. We all know that this 1is
because the Chamber 1is made up of locally-owned small restaurant,
grocery and shop owners who want some development, but no4" "that

kind" of development. They know from painful experience that such

new development often simply displaces existing industry owned

and run by local people. That 1is the threat our fishermen - your
neighbors - see and feel.

Pen-rearing is the latest economic "buzz word" . Its logical
conclusion is market saturation and an economic shake-out.
Alaska ™ late leap onto the bandwagon - which will run out of gas
about the time our production reaches market size - means more
economic instability in communities whichhave suffered enough

from the boom/bust economy which has characterized Alaska. The

hype over salmon farms reminds me of a similar, though not so

global, "new oppo"tunity"” in- the early 1970 %%. Remember "worm
farms"? Sportsfishermen surely wanted worms and the worm casts
made a wonderful plant mix. The only problem was market
saturation. Toward the end of that little boom, the only real
money in worms was in selling the technology and equipment to
"new farmers™"! Isn it interesting that Norway has curtailed
developing new salmon farms, but is very hot on exporting its
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technology, fry and pens to "new farmers"™ worldwide? They see
the shake-out coming. We ™ best have our eyes open too! This
isn 7 just my opinion and advice, as | M repeating sentiments
which are increasinglybeing expressed in the international

aquaculture industry press, most notably FISH FARMING

INTERNATIONAL.

Salmon farming is capital intensive rather than labor intensive.
Multi-national companies and foreign banks will put up the bulk

of the start up dollars, and they will expect the earnings to

flow back to them, as do out-of-State companies such as Fred
Meyers or Safeway. Those profits won"t be retained 1ir. the local
community. Multi-national corporations are known to come 1in for

the quick initial profits and sell out or just quit business for

tax losses which offset other corporate gains. This is not just

hype.

Certainly, wise foreign investment in Alaska 1is needed. We need
the inflow of capital. However, such investment should be 1in the
form of jJjoint ventures with Alaskans, not just a license to steal
from our resource base. Unfortunately, this bill does not address
the issue of controlling the form and rate of growth of this

proposed new industry to ensure that Alaskans are the primary

beneficiaries (nor has the Alaska Mariculture Association put
forth any proposals in this regard). Because of the start-up and
operating costs involved, "Ma & Pa" type Alaskan operations will

have a difficult time even "getting their foot in the door", and

it is even more doubtful that any who did get started could stay
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afloat if hit with a disease outbreak or a down turn 1in the
market which all experts project within the next 3-5 years.
Advocates of pen rearing like to sell the 1idyllic view of rural
coastal Alaska sprinkled with hundreds of small scau, family run
salmon farming operations. We see pictures of the old world charm
of Norway with a neat, trim little salmon farm 1in the foreground.
What you, as Legislators, aren ™ being toid is that the
Norwegians were only able to accomplish that through strict
controls on the size of farms, establishment of quasi-public

marketing agencies to ensure sales stability and fair treatment

of individual small producers, absolute limits on the total
number of entrants, etc. - in sum, strong central control over
the magnitude, location and conduct of development. Nobody 1is

even talking about those kinds of controls here. So, what will
our development really look like?. 0dds are it will take the form

of large corporate” farms with minimal labor inputs. Wherever

possible these will be located outside existing cities or
villages to avoid local taxes. Managerial personnel will be
largely non-Alaskan. This 1is hardly a view to gladden the hearts

of those who see salmon farming as a means to alleviate rural

po; ., ST t,v in Alaska, but it is accurate. Just look at what has

happened in B.C.

It would be interesting to know if Sealaska, one of the main
promoters of this new industry, plans to invest it ™ own capital,

or 1is it looking for foreign investment capital?
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SUMMARY

It true that many of the aforementioned 1impacts will occur
whether or not Alaska allows the farming of salmon. We can do
little more than prepare for the glut of high priced fish by
assuring our quality standards and strongly promoting the market
virtues of "WildAlaskan Fresh And Fresh-Frozen Salmon."

The only real jJustification for permitting the pen rearing of
salmon in Alaska is to produce benefits for residents of the
State. We need to know in what manner and under what conditions
pen rearing of salmon can produce benefits to Alaskans which

outweigh the social and economic costs of introducing the new

industry. The only answer which make sense to us, is one which
compliments the existing industry rather than bringing 1in new
people to compete with the existing seafood industry.
Unfortunately, the advocates of pen rearing have not provided us

with such a solution, and failing that, we don ™ see any good
reason why the State of Alaska should actively contribute to

aggravating difficulties for its own industry Vy permitting and

promoting pen rearing of salmon here.

I f entrepreneurs want to develop new aquaculture opportunities

which do not negatively impact our existing industrial base,

that™ great. Indeed, we think there are many opportunities for
Alaska to get ahead of the competition in new aquaculture
technologies. There is already interesting work going on with

scallops and oysters, and there is available technology for
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lobster culture which might well be adaptable to high value
Alaska crab species. These, and a host of other opportunities are
what you should be encouraging. However, we ask you to say no to
pen rearing of salmon, and urge you to beware of placing the
State in a position of having to cope with the economic
instability of a new industry which 1is nearing a major shake-out

worldwide.

I would like to close my testimony with these thoughts from an

article in the January, 1987 issue (pg- 5) of SEAFO0O0D
INTERNATIONAL headlined "Salmon Prices Fall As Supply Forecasts
Rise":

"Salmon prices are falling, and the Irish Sea Fisheries
Board (BIM) 1is predicting they will continue to do so
over the next five years. BIM commissioned a study to
examine the potential supply and demand situation for
farmed Atlantic salmon in the next decade, and the
effects of increased production levels on prices. Using
information based on the Norwegian, Scottish and Irish
salmon farming industries, BIM concludes that adherence
to strict quality standards and efficiency in production,
marketing and distribution will become of crucial import—
ance; but prices will still fall. (S)ome experts were
forecasting...salmon prices...on a par with cod. The last
two months of 1986 certainly saw a drop in price levels
(in Europe).In the USA plentiful supplies also pushed

prices down, and this 1is expected to continue. Meanwhile,
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in all countries, production forecasts are up for this
year. Future emphasis 1is likely to be on frozen fillets,
portions, blocks and prepared 1items, with merchandising
aimed at convincing the consumer that each country”®s

salmon 1is the best."

19



P.0. Box 020704
Juneau, AK 99802-0704
(907J-5FiHi182

Mariculture Development and Alaska Processors

Alaska has some of the world®"s largest seafood processing capacities,
but most of these plants remain idle or under-utilized for much of
the year. Mariculture offers che opportunity to utilize these plants
on a year-round basis, lowering overhead costs, providing more stable
work forces and allowing Alaska companies to be more competitive in
markets seeking continual supplies of fresh seafood.

Cultivation of shellfish--oysters, mussels, scallops- offer the
opportunity for Alaksa processors to diversify product lines, while
salmon farming can provide a flow of fresh product duri.g the
off-season for commercial fishing. The year-round nature 1ifF
mariculture also will help improve transportation service", and lower
the cost of moving product to the marketplace.

Mariculture also will provide a good market for fish food made from
the waste generated at processing plants.

The complementary nature of mariculture to commercial seafood
production 1is apparent in British Columbia where processors report an
increasing flow of farmed salmon into existing processing facilities.
A recent report prepared for the B.C. government said the B.C.
Fisheries Council which represent major fish processors 1in the
province "reported that a trend was beginning whereby many processing
companies were joint venturing with fish farms to market their
product, thereby using the excess capacity of existing plants.
Government sources indicated that over 50 percent of farm salmon had
recently been contracted for processing by the major unionized
companies."

A recent article in the magazine Canadian Aquaculture points to a
growing interest among processors in fish farming. "I think salmon
farming could be the biggest thing in the seafood industry,"” said
Harry Guenther of J.S. McMillan Fisheries. Guenther said the company
plans to develop hatcheries to supply salmon farms, pick up grown
fish from the farm sites, and provide processing and marketing
services.

"Right now we all have underutilized production capacity,"” Guenther
said. "Fish farming means these assets can be operated 12 months a
year."

(over)



B.C. Packers, the largest processor in the province, also is
processing and marketing farmed salmon. Explains company officer
Vance Lipovsky: "B.C. Packers is in the business of selling fish.

It"s not important whether it comes off a boat or from a farm as long

as it"s of high quality,”

Another example of the compatibility of fish falJfcir*g and seafood
processing comes from the east coast of Canada where Connors Brothers

Limited has expanded into salmon farming. "We"ve taken an idle fish
plant and turned it into a hatchery and feed plant,” said a Connor
Brothers spokesman. "Aquaculture allows us to keep employees we might

otherwise have to lay off and provides additional employment
opportunities as well."

The Prince Rupert Fishermen®s Cooperative, B.C."s second largest
processing company, provides a clear example of the opportunities for
both processors and fishermen. The House Research Agency reports that
groups of six to eight fishermen are forming partnerships with local
entrepenuers to finance and operate salmon farms. Cooperative members
have 10-20 farms under development. The coop operates hatcheries and
a feed mill to service farms o members and to sell surplus
production to others. The cooperative processes and markets the wild
and farmed production of its members. These fishermen also are
experimenting with oyster and mussel farming.

In explaining his support for mariculture development, one Southeast
Alaska processor recently told the Alaska Mariculture Association
that he wants to operate his plant, retain hir. local work force and
supply customers seeking fresh fish on a year-round basis. Despite
his efforts to buy all the troll salmon available during the winter
fishery, he was able to purchase only 500 pounds of product the
previous week. Naturally, the worker were sent home, the plant sat
idle and the customers bought fish elsewhere.



LEGISLATIVE AFFAIRS AGENCY
oIS S AGENC MEMORANDUM

February 17, 1987

SUBJECT: CS HB 108 (L & ©C)
TO: Reg. Dave Donlev
FROM: (Ed Hein,

Enclosed is the draft CS you requested on aquatic
farming. Apparently in order to operate or construct an aquatic farm
or related hatchery, a tidelands site-use, permit is required from DNR,
In my opinion, the legislature may constitutionally limit permits for
the use of state land as an aquatic farm to residents and corporations
licensed to do business in the state. Because of the time constraints,
I have not been able to research this question more thoroughly,
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Costs of Entering SaJ.mon Farming vs. Fishing

One of the issues raised during discussions of mariculture
development 1is the high cost of entering salmon farming. The Alaska
Mariculture Association (AMA) believes the costs of establishing a
salmon farm are comparable to many fishing operations 1in Alaska.

An economic feasibility study of salmon farming prepared for an
Alaska corporation estimated the initial capital and operating costs
of establishing a small (110,000 pounds annual production) at
$243,000. The study estimated the initial cost of a larger farm
(440,000) at $896,000.

According to the fisheries consulting firm of Garner and Williams,
following are typical initial costs of entering the Bristol Bay

salmon fishery, including the purchase 0i a new vessel and permit.

Estimated Costs of Entering the Bristol Bay Drift Salmon Fishery

Vessel, electronics, gear $120,000'200,000

Permit 130,000
Insurance (4% of vessel cost) 4,800-8,000
Groceries 2,

Fuel 2,000
Transportation/miscellaneous 5,000

TOTAL $263,800-347,000

The cost of entering the Bristol Bay salmon fishery should be
considered a mid-range fishing investment. The following examples of
capital costs taken from the classified ads show a wider range on
entry costs. The vessel costs are for used boats.

Vessel/Gear/Permit Costs for Some Alaska Fisheries

Power troller (44" wooden) with pernmit $87,000
Prince William Sound gillnet (28") w/permit 110,000
Cook Inlet salmon seine (36" fiberglass) w/pernmit 157 ,500
Steel seine vessel w/SE salmon pernmit 289 ,500

w/SE salmon & herring permits 589 ,500

w/False Pass salmon permit 500,000
AK Peninsula drift/longline (46") w/salmon pernmit 550,000
66" steel crabber/longliner w/refrigeration 350,000
53" steel seiner/crabber 400 %%%

108" steel joint venture dragger 1,950
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUWM February 16, 1987

SUBJECT: Sectional analysis of HB 108, relating to
aquatic farming

T0: Representative Johnny Ellis

FROM: Edward H. Hein

Legislative Counsel

Section 1 is a statement of legislative findings and policy,
specifying the benefits to the state that aquatic farming
could provide and expressing a state policy of encouraging
the development of aquatic farming.

Sec. 2 establishes a new chapter, AS 08.06, in the busi-
nesses and professions title of the Alaska Statutes. AS
03.06.010(a) prohibits the construction or operation of an
agquatic farm, or a hatchery to supply an aquatic farm, with—
out a permit from the commissioner of commerce and economic
development. Subsection (b) states what activities are au—
thorized under a permit. Subsection (c) allows the commis—
sioner to attach conditions to a permit in order to protect,
public health and natural aquatic animals and plants. At"
page 2, line 11, "natural””should be changed to "wild".

AS 08.06.020(a) provides for permit applications forms. Sub-—
section (b) requires a permit application to include permit
fees and a report of a health inspection conducted by the
Department of Fish and Game within 30 days before filing the

application.

AS 08.06.030(a) requires that a person have an acquisition
permit from the Department of Fish and Game in order to ac—
quire wild aquatic Blants or animals to supply an aquatic
farm. Subsection states that an acquisition permit
authorizes only those stock specified in a permit.
Subsection (c) requires the commissioner of fish .and game to
specify the expiration date of permits and allows the
commissioner to attach conditions to the permit. A harvest
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Representative Johnny Ellis
Page 2
February 16, 1987

under an acquisition permit is exempt from limitations
applicable to sport, commercial, or subsistence harvests.
Subsection (d) directs the commissioner of fish and game to "
send a copy of each acquisition permit application to the
commissioner of commerce and economic development.
Subsection (e) authorizes the commissioner of fish and game
to deny or restrict an acquisition permit to protect the
sustained-yield management of a species. There must be a
facthal basis for the denial or restriction. If impairment
to sustained-yield management could not have been foreseen
and avoided, the commissioner must explain why in the e m
decision. Subsection (f) states four alternative conditions
under any one of which the commissioner of fish and game

must issue an acquisition permit. Subsection (g) states

that plants and animals acquired under a permit become
property of the permit holder. Subsection (h) directs the
commissioner of fish and game to make stock available for

aquatic farming purposes.

AS 08.06.040 prohibits the importation into the state of
aquatic plants or animals to supply an aquatic farm or
hatchery without authorization from the commissioner of fish
and game or under a Board of Fisheries regulation. I would
recommend that on page 4, line 13, after “hatchery"™ the
phrase "required to have a permit under AS 08.06.010," be
inserted, so that it is clear that this section does not
apply to all hatcheries.

AS 08.06.050(a) provides that a private hatchery required to
have a permit under AS 08.06 may sell or transfer stock only
to an aquatic farm or hatchery that has a permit under AS ,
08.06. Subsection (b) requires that the commissioner of com—
merce and economic development be notified at least 30 days
before stock is transferred to or from an aquatic farm or
hatchery. Subsection (c) requires that the notice required
under (b) include a stock health inspection report. Sub—
section (d) allows the Department of Fish and Game to
restrict or disapprove a transfer under certain conditions.
Subsection (e) prohibits transfers, sales, and purchases of
Alaska aquatic farm products unless the products were
produced under a permit. References 1in this section to

this chapter”™ should be changed to read "AS 08.06.010";
these appear at page 4, lines 17, 19, and 21, and at page 5,
line~10.

AS 08.06.060 prohibit the release of trout or salmon from an
aquatic farm or hatchery into state water, unless authorized
by the Department of Fish and Game.



Representative Johnny Ellis
Page 3
February 16, 1987

AS 08.06.070(a) allows the Department of Fish and Game to
order the quarantine or destruction and disposal of diseased
hatchery stock or aquatic farm products in order to protect
wild stock. Permit holders are required to report disease
among their stock or aquatic farm products to the depart—
ment. Subsection (b) requires permit holders to allow the
eDepartment of Fish and Game to inspect the farms and
hatcheries during operating hours with reasonable notice.
Subsection (c) requires the department to develop a disease
management and control program. Subsection (d) allows the
department to contract for the performance of its duties e-m

under (b) and (c).

AS 08.06.080 authorizes the commissioner of commerce and
economic development to adopt regulations necessary for AS
08.06.

AS 08.06.090 makes violation of AS 08.06 or regulations
adopted under it a class B misdemeanor.

AS 08.06.900 defines terms for AS 08.06.

Sec. 3 requires the commissioner of natural resources to
monitor aquatic farms and hatcheries that hold permits under
AS 08.06.010 for the presence of paralytic shellfish

poisoning.

Sec. 4 makes the centralized licensing provisions of AS
08.01 in the Department of Commerce and Economic Development
applicable to aquatic farms and hatcheries under AS 08.06,

*

Sec. 5 prohibits the Board of Fisheries from adopting regu—
lations or taking action regarding aquatic farm or hatchery
permits under AS 08.06, or to a harvest under an acquisition

permit.

Secs. 6, 7, and 10 delete provisions relating to fish farm—
ing from AS 16..05 in order to conform to provisions of sec.

Sec. 8 inserts cross-references to AS 08.06, necessitated by
sec. 2.

SeCi 9 exempts aquatic farming from the licensing require—
ments in AS 16.05 for sport fishing, hunting, and commercial
fishing and vessels.
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Sec. 11 exempts purchases and sales of aquatic farm products
from the requirements of AS 16.10.265 - 16.10.267, relating
to commercial fish purchases and possession of limited entry

permits. .

Sec. 12 provides for the inclusion of aquatic farmers in
regional aquaculture associations.

Sec.-* 13 makes provisions related to salmon hatchery permits
iEappIicaple to hatcheries holding a permit under AS 08.06.-
[

Sec. 14 makes an exception to restrictions on the resale or
transfer of salmon eggs or fry by a salmon hatchery. The
exception would allow resale or transfer to a hatchery or
aquatic farm holding a permit under AS 08.06.010. This sec—
tion also requires that surplus eggs from salmon returning

to a hatchery be made available to hatcheries supplying

aquatic farms.

Sec. 15 provides that requirements relating to funds derived
by a hatchery from the sale of salmon eggs to a hatchery
that supplies aquatic farms must be expended in the same
manner as provided for funds from sales of eggs to other

hatcheries.

Sec. 16 makes the provisions of AS 16.43, relating to limit—
ed entry, 1inapplicable to activities authorized under an

agquatic farm permit.

Sec. 17 exempts aquatic farm products from the provisions of
AS 16.51, which relate to the Alaska Seafood Marketing

Institute.

Sec. 18 provides an immediate effective date for the bill.

EHH:mi
wkmil/047



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version : HB 108/SB 106
REQUEST;, _ Publish Date : ?2.14/8Z.
Revision Dale: N /A L . Agency Affectedz Commerce & Econ. Dev.
Title: Aqualic (-"aming: Mariculture BRU : Economic Development Advocates
Sponsor: Hep* tins/senator ZHaroff fnmpnnpntc « Office of Commercial
Requestor: Fisheries UEVE Opment
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES 15.0 5.5 6.0 6.6 7.3 8.0
TRAVEL 10.0 5.5 6.1 6.7 7.3 8.1
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES !
GRANTS. CLAIMS
MISCELLANEQUS

CAPITAL

REVENUE i 5«0 10.0 15.0 200 25.0 30.0
FUNDING: (Thousands of Dollars)
GENERALFUND 25.0 11.0 12.1 13.3 14.6 16.1
FEDERALFUNDS
OTHER
JTTTAL 25.0 11.0 13.3 14.6 16.1
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page Hfnecessary) . . . . o
This program will become a priority mission of OCFD and shall be ssigned to

existing personnel. Initial permit requests are not expected to exceed 80% o
one Development Specialist Il available time. Travel 1is programmed for site
visits as envisi®nertOby the bill and contractual includes phone, photocopy an}J

Prepared bvm  I'f*G.APauiick /\ Phnno
Division . Office of Commercial Fisheries Development Datg " 2/17/87
Smith Date ; 1/17// 7

Approved by Commissioner:
Agency: Department of Lammerce and tcononnc Develo

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Oifice of Management and Budget ]
Impacted Agcncy(ies) page
Senate Secretary
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HB 108/SB 106
Analysis: (Continued)

other expenses related to permitting as required by the bill. FY 87
includes funding for public hearings, etc., to finalize new regulations.
Program receipts have been estimated by using a fee of $100 per annual
permit; 50 new permits per year.,

5384W21787a PAGE 2 of 2
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Tuesday, February 17, 1987

GOOD AFTERNOON. TODAY WE ARE GOING TO TAKE UP HB 70, RELATING
TO THE STATE MEDICAL BOARD AND HB 108, RELATING TO AQUATIC
FARMING.

HB 70 IS DESIGNED TO HELP THE STATE MEDICAL BOARD PURSUE
INVESTIGATIONS OF MEDICAL MALPRACTICE COMPLAINTS. IT WAS
REQUESTED BY THE MEDICAL BOARD AND IS ENDORSED BY THE CITIZENS
COALITION FOR TORT REFORM.

REPRESENTATIVE SUND, THE PRIME SPONSOR, IS AVAILABLE IF THE
COMMITTEE HAS QUESTIONS TO DIRECT TO HIM. OTHERWISE WE HAVE
BECKY BEAR FROM DCED, KATHY MARSHAL FROM THE DIVISION OF
OCCUPATIONAL LICENSING, AND DR. CONLEY, CHAIR OF THE STATE
MEDICAL BOARD.

DR. CONLEY, WOULD YOU PLEASE COME TO THE WITNESS TABLE AND
IDENTIFY YOURSELF FOR THE RECORD.

WE WILL NOW TAKE UP HB 108, AN ACT RELATING TO AQUATIC
FARMING. BEFORE WE BEGIN TESTIMONY TODAY, I'D LIKE TO LAY A
FEW GROUND RULES.

INITIATING A MARICULTURE INDUSTRY IN ALASKA IS AN EXTREMELY
COMPLEX ISSUE. THE MOST DIFFICULT AND COMBERSOME OF THESE
ISSUES WILL BE DEALT WITH IN THE RESOURCES COMMITTEE, THE NEXT
COMMITTEE OF REFERAL.

FOR OUR PURPOSES TODAY, | WILL LIMIT TESTIMONY SOLELY TO LABOR
AND COMMERCE ISSUES. THIS MEANS THAT WE WILL NOT HEAR ABOUT
ANAROBIC CONDITIONS, STATE PERMITTING PROCESS, AND HOPEFULLY
NOONE WILL FEEL OBLIGATED TO MENTION THE WORD "FISH".

CONSIDERING THE NUMBER OF WITNESSES WE HAVE ON THIS MEASURE, |
WILL LIMIT TESTIMONY TO THREE MINUTES PER PERSON. | RESERVE
THE RIGHT TO STOP THE TESTIMONY IF YOU VENTURE INTO ISSUES
BETTER HANDLED IN THE NEXT COMMITTEE OF REFERRAL.

WE HAVE REPRESENTATIVES FROM THE AGENCIES AFFECTED BY THIS
BILL w AVAILABLE IF ANY COMMITTEE MEMBERS HAVE QUESTIONS FOR
THEM.

THERE IS A PROROSED_XQMMJTTEE SUBSTITUTE ON HB 108 BEFORE YOU.
MY STAFF HASCBSHUfIKTEDfIANGUAGE ADDED TO THE CS. | WILL
BRIEFLY RUN DOMN THOSTtHANGES FOR THE BENEFIT OF COMMITTEE

MEMBERS AND WITNESSES . X



THERE ARE THREE SECTIONS ADDED TO THE FINDINGS AND POLICY
SECTION BEGINNING ON PAGE ONE;

“DEVELOPMENT OF MARICULTURE IN ALSKA WOULD STRENGTHEN THE
COMPETITIVENESS OF ALASKA SEAFOOD IN THE WORLD MARKET
PLACE BY BROADENING THE DIVERSITY OF PRODUCTS AND
PROVIDING YEAR-ROUND SUPPLIES OF PREMIUM QUALITY SEAFOOD//

hI1T IS THE POLICY OF THE STATE THAT AQUATIC FARMING BE
DEVELOPED IN A MANNER THAT ASSURES FULL PARTICIPATION AND
FULL BENEFITS TO THE PEOPLE OF ALASKA./'

I''T IS THE POLICY OF THE STATE THAT AQUATIC FARMING BE
DEVELOPED IN A MANNER CONSISTENT WITH PROTECTION AND
ENHANCEMENT OF TRADITIONAL HIGH VALUE INDUSTRIES AND WITH
PROTECTION OF OUR NATURAL RESOURCES.J*

IN ADDITION; LANGUAGE HAS BEEN.AR? D TO;
rvoeulor

LIMIT OWNERSHIP OF LAND USE PERMITS FOR AQUACULTURE
FACILITIES TO ALASKA RESIDENTS AND/OR ALASKA LICENSED
BUSINESSES.;— BB —-mmmmmmom oo

REQUIRING THE DCED COMMISSIONER TO MAKE AN ANNUAL
REPORT TO THE LEGISLATURE ABOUT THE PROGRESS OF THE
MARICULTURE INDUSTRY INLCUDING ITS IMPACT, IF ANY, ON
TRADITIONAL FISHERIES AND RECOMMENDATIONS FOR ANY
STATUTORY CHANGES THAT MAY BE NEEDED.

REQUIRING THE DCED COMMISSIONER TO PROMULGATE REGULATIONS
NECESS/OY TO ASSURE THAT A MARICULTURE INDUSTRY IS
DEVELOPED IN A MANNER CONSISTANT WITH THE POLICIES AND
FINDING OUTLINED ON PAGE ONE.

WE WILL BEGIN TESTIMONY ON HB 108 BY HEARING FIRST FROM THE
PRIME SPONSOR, REPRESENTATIVE ELLIS.



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version : SB ,*06/HB 108

RF.OUEST: Publish Date : E/4/8/
Revision Date: _ . Agency Affected: ADFMG
Title : _ _ BRU:FR 5D

Sponsor : Zharoff et-3K__EniS_et ak _ Components :-FRED.

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars!

OPERATING FY 37 FY 38 1 FY39 FY 90 FYol | FY 92
PERSONAL SERVICES 157 1 157 183 236 1 330
TRAVEL 6 1 6 10 17 1 20
CONTRACTUAL 1 1 ) 9 4 | R
SUPPLIES 0 i a 6 m 99
EQUIPMENT \ i 5
LAND £1 STRUCTURES ] : 1 i
GRANTS, CLAIMS [ i .
MISCELLANEOUS i 1 -
TOTAL OPERATING 166 1 168 202 269 1 385

CAPITAL

REVENUE !
FUNDING: (Thousands of Dollars)
general fund ) 166 1 168 1 202 269 385
FEDERAL FUNDS 1 o
OTHER [ i i -
TOTAL i 1 [
POSITIONS:
FULL-TIME 2 1 2 1 3 3.5 1 9
PART-TIME 1 [ i 2 [ 2 i 0
TEMPORARY i 1 | 0 i 0 0 1 0

ANALYSIS : (Attach a separate page if necessary)

This analysis estimates costs of pathology services and permitting based on
100 permit applications in FY 88, ultimately resulting in 20 operational
fish farms by FY 92 of economically significant size.

(see attached for additional comments)

Prepared by : Dr. Mikf? Kaill phone : 465-4160
Division : ADF&G/FRED

Approved by Commissioner: / Date: X~2-—F"7
Agency :

Distribution (by preparer ):
Legislative Finance
Legislative Soonsor
Requestor
Office of Management and Budget |
Impacted Agency lies) page--—-—-— of -
Senate Secretary



CONTINUATION OF FISCAL NOTE, SB106/HB108. rev 3/2/87

Estimated cost of services to be provided by ADF&G are fish
pathology services, permit processing and technical oversight.

For pathology services, estimated costs are based on current
workload and budget for the section at this time, to arrive at a
pei- unit cost (e.g. $600,000/37 hatcheries = $16, 000/hatchery).
An additional $12,000 is budgeted for investigat ions and
diagnostic services in the first year. Types of services are:
diagnostic, broodstock, water source analysis, shellfish
certification, pre-release 1inspection, and human health concerns.

For permitting and technical oversight services, an assessment of
work requirements was made by calling the Marine Resources

Division of the B.C. provincial government. For the first th>"ee
years, two ful]-time technicians would be required. Thereafter,
manpower needs will diminish. The types of work to be undertaken

will be communication with applicants, review of application
materials, coordination with programs such as coastal zone
consistency review, and technical biology and fish culture
oversight.

It is very difficult to anticipate what will happen if a

mariculture program 1is enabled 1in Alaska. We have prepared this
note based on observations and consul tat ions with managers of
similar programs. We then applied this to Alaska, wusing the
incomplete data at hand. These must be considered rough
estimates of cost. As further information becomes available, the
fiscal note could change. Also, as the bill becomes modified as

it passes through the legislative process, there may be changes
in the h*1l that will have corresponding changes in the fiscal
note.



TESTIMONY ON AQUACULTURE
BY RICH DAVIS
HOUSE LABOR ANI/D2 5C/OS MERCE COMMITTEE

No

| re present the deep concernsr and views of the individuals
| have spoken with regarding fish fanning in Alaska. Each
of hese peopler some of them fishermen, some not, asked me
to teII ou of their opposition to frsh farming in our
State, ey .agree with Xour desire gromote mussel,
sheIIfrsh and dquatic pl armrn? We see little chance
of economic rmpact an are all for it as long as .no
hazzards are posed to our delicate coastal’ marine
environment.

There is no blossom wartr %to oPen the minute fish farmrn
|s turned loose In Alas ou lawmakers gjve th |
industry a ?reen light, we_ can ony guess. at its chance of
ettrn the ground. Economrc condrtrons are aIreadSy
tacr afqnarnst fish ~ farming our State. You t
consid er cost of the frsh farming equipment,
transportation cost, cost and availability of feed,
Alaska's distance from_  the market, ~and ‘the jmmient
overabundance of pen rarsed frsh bound for market in 1

No one can say the market will even accept the forcasted
glut of pen Taised fish headed toward the consumers. An
overabundance of salmon spells Iower prices for the entire
salmon industry, fishermen included - don't forget this!

A flood of information is before you regarding fish
farming. One piece states the the concerns of Alaska's
commercial salmon fishermen be somewhat unwarranted";
there is no authority in this satement only the author's

opinion.

Some proponents of fish farming legislation have played
down, and tried to cover up the Tmminent ecopomic_impact of
farmed fish on our commercial salmon fisheries. They admit
wild salmon prices could be affected by increaséd pen
rajised fish prqduction. The salmon fishermeén are sure that
prices for their product will be reduced if fish farming is
allowed and encouraged to take root here.

As elected Representatrves you have the responsibility to
act or. the concerns of t people ou re resent not to
make decisions that adversel |mpact eml 'f you encourage

this new industry and it srnks out the wrndow goes money

spent by our State for regulation, enforcement ficensing,
and management - effort” and lots of money that you
lawmakers “"know we can't risk Wastrng



This State spent years and millions of dollars building,
managrn? and  promoting Alaska's wild, natural, and
renewablfe salmon, resource. Nearly 45,000 people worked in
Alaska's $414 million 1986 commercral salmon harvest. [t's
estimated better than half _th ese peoPIe are Alaskan
residents. Remember also their dependant families. You
Legislators cant ignore the concerns and desires of that
%reat segment of our go pulation. If the fishermen of t

tate sa% they are facing crippling economjc Impact, then
you had better'do all you can to protect their industry.

There is a chance that our commercial salmon industry could
be economically displaced ~with your vote on this
legislation, and” we're warning you not to take that risk.
Don't take a gamble that may further reduce Alaska's
struggling economy. You want n0 part in undermining our
commercial salmon industry.

Stand up for Alaska's . fishing industry! ~ Prohibit fish
farming until the predicted pen raised” fish glut passes,
and theé economic and environmental consequences are facts
not suggestions and conjecture. You' will™ be called
dedicated leaders and be respected by us all



igS P & N . UNITED FISHERMEN OF ALASKA

Jack Cadigan
Executive Director
907-586-2820
1-800-478-FISH

Mr. Chairman and. Members of the Committee:

My name is Tob Blake and | am here to express some of the
concerns the United Fishermen of Alaska and the Cordova
D|s8tr|ct Fishermen United have with the CS for House B ill

#10

Our basic concerns are outlined in rthe United Fishermen of
Alaska's Resolution -3, passed unanimously by the Board of
Dhr_eﬁtors at their annual meeting the first week in February,
which is:

Keeping, in mind_ that Alaska has 90% of the U.S. salmon
production and "3% of the world salmon production, excluding
pen-reared salmon, you can understand our anxiety.

We raise the following issues:

1. (a) . Disease. related problems have the potential of
ffecting existing stocks of wild salmon which are fully
tilized™ by sport, commercial and subsistance users, or
re needed for PNP brood stock or spawning escapement.

b) Potential of polluting the quality environment needed
or continued production of wild 'stocks of salmon, sea run
troyt and other aquatic plants and animals by use of
antibiotics in  treating pen-reared disease problems
surplus fish food damagmg he bottom dwellers around net
pens, restriction of wafer current movement because of net
pen placement, human waste and garbage contamination, etc.
(c) ~ Genetic alterations are a pofential _concern; after
several cycles of altering and domestmatmg, pen-reared
salmgn, upon escaping, could in turn effect the gene pool
of wild stock. _ _ _
. What are the impacts of hormones, toxicants (ie. TBT)
antipiotics, etc., ont he natural environment, animals and
the human food chain?

d
u
d

—
o
N—

2. Where do the smolt or -eggs come from to start up a
Mariculture .industry? _ _
(a) Certainly not from imported stocks - the history of
|mport|ngi smolts is laden with disease problems, _
ébg Wl?1 chinook .in Southeast is still in the build-up
tage to help fulfill che U.S./Canada Treaty obligations.

Senate Building Suite 306 175 S. Franklin Street Juneau, Alaska 99801



catcherloss :uo not up to maximum capacities to
meet that obligation either, and oven it they are cioce
what about the ever increasing needs oi the aportfiah,
cc.mmerciui and subsistence common property visors?  Chinook
and cone stocks in Coucheast are fully utilised under the
existing fisheries and industry. The sane qoen tor Coox
Inlet end Prince Milllain  Sound, ang surplus spawn!no
escapement ia currently utilised Dby IP.ED and  PJIP
hatcheries for suEp ementing existin user croup
fisheries. AIll the chinook and coho stocks West of Cook
Inlet arc also fully wutilised by existing fisheries or
escapement.

3. funding problems that need to be addressed:

F.n.E.D. Division of the Alaska hspartr.enf oi rich S Game

would hzj rottuir'j'i to hear inspection costs. They vow}.cl have
to develop a disease control and management program and
PrOVIde ail tnfps of associated service;*.. Where's the funding
or these adaitional costs going to cdrsc from? The F.II.E.Ih
Division is :ornod by the proposed FY2i.i budget to close clown
four State Patcherieo and reduce its other programs, all of
which arc valuable to exist?nc users.

.D.E.C. will have to be involved with ail the
environmental, research and ‘monitorinet,  While that agency's
budget isn't Proposedto Dbe cut this year, they aimply don't
have enough funding to monitor existingprofalof-vt (even rhe
Alyesko. Pipeline Tormina3l).

0.H,P, is nay behind on existing work. loads of
Beynlttlng, land use pUvnning, etc. That acroricy's budcret i»
eing cut even further.
.D.C.E.D. is set up in this legislation to no a jiead-tyne
%$%%cv. They are takincr a 261 budget cut, 1 believe, for

None of the agenciesinvolved sr able to carry out. their
current legislative mandates and prograin needsfor their
existing respective user groups.Shouldn't theirbudgets be
brought up to levels to meet the current needs of existina
industries and user groups before the Legislature imposes maore
changes on them? | can appreciate the Legislature's desire to

net at the expense oi

h
t
t
existing industries.

e
enhance the State's economy, bu
reducing the economic potential of
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4. Physical displacement of traditional users: Commercial
fishermen fear disruption from traditional fishing grounds and
anchorages, as well as the hazard to navigation salmon farms
will  pose. We have to assume that™ sport fishermen,
recreational boaters and tourists will fee[ the same way
Waterfront property values could also drmrnrsh de ending 0
the siting of such farms, Tourjsm is  a blooming industry |n
thrs State People come to Alaska to find esthetic values, to

otograp prrstrne environment, and to have the ultimate
experience sport ishing and hunting, not to see salmon farms
scattere up and down the coast in all the favorite
fishing spots and anchorages.

5. The PNP and State hatchery progzram has been stated as the
best renewable resource investment the State has made with oil
dollars. It's a shame that the State did not make more money
available for this venture during times of plenty, because the
pro ram collectively has not Tome close to acheiving its
ential throughout the State. Our  hatchery System
supplements the wild stock resource for the common property
fishery. verg person |n thrs State ~ has  access to" the
hatcher 1produce ish if so_ desire, via commercral
sport subsistence frshrng This venture in_ hatchery
Rroductron has created many more jobs for State residents an(
elped maintain the economic viability of the commercial and
sport fishing fleets in much of the °State. In Prince WrIIram
Sound, for ~instance, the commercial fishermen opted to
increase the salmon resource rather than eliminate manK of th e
fishing germrts We. have done this througn ocean . ranchin
It work Prince lilam Sounp atcheries are aso
producrn% chrnook and coho for sport fishermen and tourists.
the State is ever a?arn going to Invest in the salmon
industry, it should invest in the proven commodity, and not in
potentral disaster. The existing industry provides many, many
housands of jobs.

6, Funding:  As stated earlier, the State is not willing or
able to. fund the four agencres that erI ave to be |nvo ved
ith this Marrculture | e %tron to a t o% th at will aIIow

them to adequately mana elr presen ations. This
needs to be rectified frrst Both the Enhancement and
Commercial ~ Fishjng . Loap programs have  been mrslabeleﬂ
"revolving". Theprinciple’ dnd_ the interest from bot

rograms ~go directly into the General Fund upon repayment.
oth loan™ funds are literally out of money unless the
Legislature makes an appropriation to them. Some of the loans
from these programs have been transferred to AIDA to help
frnance thrnq Irke the Red Dog Mine. These loan repayments
directly To DA not to_thé General Fund. It might be a
consrderatron of this Committee  to look into~ this
"non-revolving" situation before there is no money left for
reinvestment In the State's largest non-oil industry.



7. vjhat re keying to cccenspiiah with per.-re.ared salmon?
Are v-3 trying toeremite a <cottage"™" industry, a "racm and pop"
thaw up and down the coast, or are we trying to develop an

environ..-.ont for .r.viitl-nationa.l investees o exploit to the
fullest cy providing a few Jjobs and taking home the profits
(if there are any} at the expense of several existing
industries? "T the Stateis desirous of maninusi potential
benefit ro the lit,Yea itself, u-r its residents, at will have to
ma«e a cremora.ous financial ir.vestas'rit in order to -all it
off. Norway had to do it because its rural coastal
communities .-ere drying up from .lack of fisheries resources to
sustain their economy. Norway also had very little natural
"salmon™ resource i0 worry about or consider effecting.
Alaska®™s present economic situation and flourishing saimon
stocks do not mandate such a move. Besides, it does not

appear teat the limited size structure restricted by Dorway to
accomplish their goal will be economically viable in Alaska.
Without tho money to do it lirvS'r.ato, the only logical option
would be co allow outside investors to. come in. briny their
export?, and equipment, with rh?n«, and control an industry" chst
will provide just a few local resident jobs while competing

tor General Fund doJI”~ro ana services at our expense. In isy
"logical- scenariot it would be prudent for the bfcate to
carefully nnoliso the actual value gained for potential cost
incurred. As cciaiseroial iird-emeu,we rcai.i.we tho market
impact of pen-; oared salaon on Alaska wild oaim.cn, Mhile we
don"t feol thi ? pen -reared will over real If displace our
cartots, 0 already Coo., an impact and will continue to
feel that ?pac" ;rfh nr without Alaska beinr involved, if
axis Co; aittoe 1is intent on pursuing KB103 1In its, arosont
larm, xhen it should consider 1including in the ?egialriticn a
time frame ourin-.r x.eich per ~roared salmon eculd bo -.—.aid 1in

order co non lirectly compote for market space dur®no the vild
salmon r.cavine.



Other suggestions are:

Page 2, Line 20: Chancre <may> to "shall".

Page 3, Line 18: Change <may> to shaII

Page 3, Line 29: Change <may> to "shalx "

age 4, Line 2: Delefe <substantially>.

Page 4, Line 4: Delete <substant|al )

Page 4, Line 9; Change <shall> to ma "

Page 4, Lines 21 & 227 Delete both ||nes

Page 4, Line 27: Include after Board of Fish, "except that no

finfish eggs may be |m orted into the
State of Alaska for the p ;rJ]ose cf supplymg
_ stock to an aquatic farm or atch

Page 5, Line 13: Change <may> to "shall"

Page 6, Line 11: Delefe <and upon reasonable notlce)

Paqe 3, Section 4, Lines 3 thru 10: We strongly recommeng
deletion of this Section and insert that the” Board ol
Fisheries be involved with the permit process.

Page 11, Line 7: Change <must> to "shall".



As the U.F.A. and the C.D.F.U. support the careful and
controlled development of shellfish and plant mariculture, and
we are. not desirous of slowing down the process by which the
exsisting . sheIIflsh farmers “can continue, or new farmers
becoming” involved, we su% gest that th|s Compmittee lit the
two isstes into two rate bills, thus allowing s eIIflsh
legislation to proceed W|th little or no resistance’

We appremate the ochortumty to speak on this issue_ during
its ast earln? be providing more information and
coi.uutnts in the Tuture. Thank Yyou.



UNITED FISHERMEN OF ALASKA

Jack Cadigan
Executive Director
907-586-2820
1-800-478-FISH

UNITED FISHERMEN OF ALASKA

RESOLUTION 87-3

WHEREAS xn 1985 the United Fishermen of Alaska requested the State
of Alaska to perform a thorough study of the biological, economic and
sociological problems and potentials of salmon pen rearing in Alaska, but
this study has not yet been undertaken; and

WHEREAS the UFA supports the careful and controlled development of
shellfish and plant mariculture; and

WHEREAS the development of the salmon farming concept of mariculture
will adversely affect the fishermen and the mcst successful hatchery and
enhancement program in North America by: (1) reallocating State funds and
services; (2) competing with markets for wild salmon; (3) preventing water
and land use of traditional fishing, hatchery, enhancement, and smolt
rearing and release sites; (4) increasing the potential disease contamina—
tion of the wild stock; and

WHEREAS no realistic fiscal note has been produced to identify the
cost to the state incurred by the management of the proposed activities;

NOW THEREFORE BE 1T RESOLVED that the Board of Directors of the
United Fishermen of Alaska urges the State of Alaska to take no action on
legislation find development of salmon farming mariculture until such time
as the aforementioned issues of concern are addressed through private and
public forums.

p-m A/r?

Robert M. Blake Date
President

Senate Building Suite 306 175 S. Franklin Street Juneau, Alaska 99801





